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BUDGET SPEECH 


DELIVERED BY 


HON. J. L. ILSLEY 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, TUESDAY, JUNE 23, 1942 


THE BUDGET 


ANNUAL FINANCIAL STATEMENT OF THE 
MINISTER OF FINANCE 


Hon. J. L. ILSLEY (Minister of Finance) 
moved: 

That Mr. Speaker do now leave the chair for 
the house to go into committee of ways and 
means. 

He said: Mr. Speaker, as we approach the 
end of a third year of war, we find ourselves 
in the midst of undertakings vaster than 
we ever hoped to assume for the defence of 
the world’s freedom. We are surrounded by 
united nations more numerous and powerful 
than we ever dared to expect to be allied 
with us. Our war programme is great and 
growing in size and effectiveness. More and 
more of our national strength is being 
absorbed into it. The programmes of the 
united nations are daily becoming more 
closely knit in mutual aid. Yet to-day it is 
bitterly plain that we have far to go before 
victory is in sight. 

The financial task of facilitating and safe- 
guarding these developments has also grown 
in size and difficulty, but in the record and 
plans disclosed in this fourth war-time budget 
speech, it has become simple and direct in 
principle, though increasingly difficult of 
execution. 


I 
ECONOMIC AND FINANCIAL REVIEW 


The budget proposals which I shall present 
to the house necessarily grow out of the 
experience of the past and are shaped by what 
we know of the work ahead. 


Let me first recall some of the economic 
and financial events and policies of the past 


fiscal year. It was marked by great shifts 
and increases in production, employment, 
income, and private spending. The prime 


movers in our war economy are, obviously, 
our sales of goods abroad and our own govern- 
ment expenditures. 
Taking the twelve months to the end of 
March as a basis of comparison, our exports 
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to the United Kingdom increased by 36 per 
cent, our exports to the United States by 
41 per cent, our total exports by almost 
50 per cent. In the face of restrictions abroad 
on non-essential buying and the use of trans- 
port facilities, these increases, much greater 
in amount than in any preceding year may be 
taken as evidence of our greatly enlarged 
contribution of war supplies and _ essential 
goods to allied and friendly countries. 

For our own war programme, in the first 
quarter of this calendar year, our war direct 
expenditures were $500 million as compared 
with $275 million in the same months of last 
year, that is, more than 80 per cent higher. 

General employment at the end of the fiscal 
year was up 22 per cent over the level of 
preceding March and employment in manu- 
facturing was up 30 per cent. From the 
beginning of the war, employment in manu- 
facturing has expanded by more than 80 per 
cent. Average weekly earnings of employees 
rose throughout the year. Retail sales at the 
close of the fiscal year were running about 
20 per cent above the previous year’s level, 
more than 50 per cent above the pre-war 
level, and showed few signs of slackening. 
Making allowance for the differences in prices, 
the quantity of goods being sold (aside from 
automobiles) appeared to be from 20 to 
25 per cent above pre-war volume. 


CONTROL OF PRICES, INCOMES AND SUPPLIES 


As the year passed, numerous and marked 
shortages became apparent. The mounting 
war output of the united nations, greatly 
accelerated by the entry of the United States 
into the war, created scarcities of one strategic 
material after another. The widening of the 
area of conflict, the submarine menace on 
our coasts, and the loss of sources of supply 
in the far east shut off or reduced many im- 
ports on which we were accustomed to depend. 
The widening scope, the increasing speed of 
our own war programme, both in the armed 
services and in production, made heavy 
demands on our man-power until no one 
any longer denies the scarcity of labour. To 
these have been added shortage of power, 
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congested transportation facilities, and widely 
ramifying limitations of productive capacity. 
It has been clear these many months that our 
economy is in the zone of full employment, 
a condition in which it is still possible to 
expand our programmes for production and 
the armed services but only if we are prepared 
to make careful and wise choices as to what is 
urgent, what is more urgent, and what we can 
do without. 

This is not an unexpected nor wholly un- 
welcome situation. It was clearly forecast 
in the budget speech, which I delivered in 
September, 1939. For the most part, it is 
reassuring evidence that we, as well as other 
nations associated with us, have so set the 
scale of our war programme that it will 
engage our full strength and more than we 
knew we had. 


A clear sign of developing scarcities was 
provided in the rapid rise in prices in the 
summer of 1941. By October, 1941, the index 
of wholesale prices had risen by approxi- 
mately 22 points since the beginning of the 
war. Of that, 10 poimts of rise occurred in 
the four months of 1939 when our exchange 
rate changed and shipping rates increased. 
Of the remaining 12 points of rise, 8 occurred 
between March and October of 1941. In 
living costs, half the full rise of the war 
period occurred between March and October 
of 1941. 


These accelerating changes in production, 
employment, supplies and prices produced 
by October of last year a situation which. was 
substantially different in degree from that 
which could be discerned on April 29, 1941, 
when the budget of that year was presented 
to the house. It was clear to the government 
that new fiscal measures, which could be 
adopted when parliament met, would be too 
late in effect and not sufficiently specific in 
application to meet the situation. It was, 
therefore, decided that direct controls should 
be established promptly over prices, wages 
and salaries, and that controls over production 
and supplies should be extended and made 
more rigorous. 


The government’s policy of over-all control 
on prices, wages, and salaries has already been 
- discussed at length in the house. I would 
point out here four things: (1) the policy 
has in fact worked and has won support at 
home and admiration and emulation abroad; 
(2) though increases in some wage rates have 
been severely restricted, the earnings of 
labour have not been “frozen”, On the con- 
trary, depressed wage rates have been, and 
are being, adjusted by the war labour boards, 
while the Dominion Bureau of Statistics reports 
that for its sample of over a million and a 


half employees, weekly earnings per employee, 
which reflect more continuous employment 
and overtime, increased nearly 8 per cent 
since October last. This increase in the aver- 
age took place, despite the introduction of 
many women and other inexperienced pro- 
duction workers into industry; (3) the 
government by guaranteed prices, minimum 
prices, and export prices, which could not 
have been so high except for’ the 
terms of the War Appropriation (United 
Kingdom Financing) Act, and the interven- 
tion of the government, has contributed to a 
desired improvement in farm income while 
endeavouring to direct farm efforts to the 
most needed products. In the calendar year 
1941, with relatively poor crops In many 
localities cash income from the sale of farm 
products was only 17 per cent below the income 
of 1928, the year of the biggest crops in our 
history. Good crops in 1942-43, with assured 
prices, will bring cash farm income close to 
the best records of Canadian agriculture. 
Excluding wheat, which has been in surplus 
supply since the beginning of the war and has 
required special measures, the prices of farm 
products on the average are now about 2 per 
cent above the level of 1926 and prices of 
animal products on the average are relatively 
still higher. Farmers are assured of these 
prices on a wide range of this season’s crops, 
and will receive, by government action, higher 
prices than those on last year’s crops for wheat, 
flax, soy beans, sugar beets and apples; (4) 
price and income control are essential weapons 
in combating inflation. They must be used, 
however, in close coordination with direct 
control of supplies and productive equipment, 
with direction and management of man-power, 
with consumer rationing, where necessary, and 
with fiscal policy. No one of these instru- 
ments is itself powerful and pervasive enough 
to do the whole job of directing our resources 
to the end desired. 

Measures for the direct control of supplies 
multiplied during the year. The Minister of 
Munitions and Supply and the Wartime Prices 
and Trade Board have ordered the discontinu- 
ance or curtailment of manufacture of a large 
and growing number of non-essential products 
using metals and other scarce materials. Build- 
ing construction and the installation of equip- 
ment, other than for war production, were 
more severely curtailed. The Wartime Prices 
and Trade Board is rapidly extending its orders 
on simplified practice to effect reductions in 
costs and provide the most ample supplies of 
essential products that the fundamental limita- 
tions will permit. Though dealers’ stocks are 
large, it simply will not be possible during the 
present fiscal year for consumers to obtain the 
quantities of goods which they have been pur- 


chasing during the past year. Restrictions on 
civilian industry to save materials and man- 
power will unavoidably multiply. We need not 
anticipate severe hardship; the government 
will do all it can to ensure equitable distribu- 
tion of essentials. There must be, however, 
rigorous economy in consumption if the neces- 
sary materials, productive capacity, and labour 
are to be available for the winning of the war. 


PROVINCIAL TAX AGREEMENTS 


Since the Dominion-Provincial Taxation 
Agreement Act has been debated and passed 
by parliament and the agreements tabled, I 
need do no more than remind the house of the 
tax agreements with the provinces. In my 
budget speech of April 29, 1941, the provincial 
governments were offered compensation in 
respect of personal and corporation income 
taxes and the guarantee of gasoline tax 
revenues, if they would vacate the personal 
and corporation income tax fields for the dura- 
tion of the war. This offer was accepted by 
the provinces, and I should like to pay tribute 
to the patriotic and constructive spirit in which 
the provincial governments cooperated in 
bringing the long and involved negotiations to 
a successful conclusion. The effect is that I 
am now free to recommend such tax changes 
as appear to the government necessary and 
equitable, and parliament is free to enact such 
changes, knowing that persons and corporations 
affected will be paying the same tax on similar 
incomes in no matter what province they are 
located. These are war-time agreements, and 
their duration is limited, but they make a 
great contribution to the possibility of an 
effective and equitable tax policy during the 
war. 


STERLING AND DOLLAR EXCHANGE PROBLEMS 


Concerning our exchange problems as they 
affect the finances of the past fiscal year, I 
need speak only briefly. In the last three 
budget speeches, they were dealt with at 
length because they then were to a degree 
separate problems requiring measures peculiar 
to them. They have now, by reason of events 
and measures taken, become merged with the 
general budget problem. 

In introducing the resolutions on the War 
Appropriation (United Kingdom Financing) 
Act, on March 18 last, I explained fully the 
ways in which the government financed the 
United Kingdom’s deficiency in Canadian 
dollars since the beginning of the war. Dur- 
ing the fiscal year, 1941-42, the entire defici- 
ency amounted to approximately $1,100 mil- 
lion and was financed by Canada. Of this 
total, slightly less than $48 million was 
financed by private repatriation of securities, 
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gifts and other private transactions. Of the 
remaining $1,050 million, which required 
government financing, $365 million was 
financed by repatriation of government and 
government guaranteed dollar securities 
(including $223 million of the repatriation of 
$295 million provided for under the Act). 
The remaining sum, $685 million, represents 
sterling accumulated to our credit during the 
year. Such part of this as is not required for 
working balances, together with accumulations 
of $215 million prior to March 31, 1941, is 
being taken care of by the remainder of the 
$295 million repatriation, by the $700 million 
loan and to the extent of $76 million by a 
charge to the $1,000 million gift provided 
in the War Appropriation (United Kingdom 
Financing) Act. 

This act, in addition to the real advantages 
and essential rightness of its principles which 
were recognized by the house, has the minor 
advantage of removing from our financial 
picture an element in our national finances, 
which was very confusing to the layman. For 
the fiscal year, 1942-43, the financing of the 
United Kingdom’s deficiency in Canadian 
dollars will appear as an integral part of 
Canadian war expenditures. 

I turn now to the problem of United States 
exchange which has occupied a good deal 
of attention since the beginning of the war 
and has required special legislation and admini- 
strative action from time to time. Our 
imports of war materials from the United 
States have increased from month to month; 
recorded imports from the United States for 
both war and non-war purposes during the 
past fiscal year amounted to over $1,100 
million, the highest figure for any twelve- 
month period on record. Faced as we were 
with this growing need for United States 
dollars, our resources would not have been 
sufficient to meet the calls on them, had it 
not been for the Hyde park agreement, 
especially the sales of munitions of war to 
the government of the United States under 
it, and for the legislative and administrative 
steps taken to conserve United States exchange 
to which I have referred. 

As I informed the house in introducing the 
United Kingdom War Appropriation Bill on 
March 18 this year, liquid reserves of gold 
and United States dollars held by the Foreign 
Exchange Control Board and the dominion 
government declined by $142 million during 
1941. In the first quarter of 1942, there was a 
marked, though in part a temporary, improve- 
ment. As a result, the decline in our liquid 
reserves for the fiscal year 1941-42 was only 
about $50 million. This welcome change was 
due to two factors: purchases of Canadian 


securities by investors in the United States, a 
method of obtaining exchange which cannot 
be depended on for really substantial amounts 
in view of the limited supply of securities 
available in Canada payable in United States 
dollars; and payments for sales of munitions 
under the Hyde Park agreement including 
some substantial advance payments. While 
we have reason to believe that these sales will 
increase, as new contracts are arranged and 
as larger deliveries are made under existing 
contracts, the advance payments are, of course 
non-recurring. 

The outlook for the fiscal year, 1942-43, 
is distinctly more cheerful than the results of 
the calendar year 1941. We cannot expect, 
however, the full improvement which took 
place from January to March to continue. 
Other unfavourable factors have entered the 
picture, particularly the adverse effect on the 
tourist trade of the necessary restrictions on 
the use of gasoline and rubber and the recent 
decline in newsprint exports. Nevertheless, 
I look forward with reasonable assurance to 
transactions under the Hyde Park agreement 
being sufficient to safeguard our exchange 
position during the present fiscal year. The 
various measures which we have taken since 
June, 1940, have been sufficient to restrict 
what I may call our “civilian imports” from 
non-sterling countries to limits well within 
our ability to pay. The uncontrollable item 
is imports for war purposes which for the 
calendar year 1942 it is estimated will total 
approximately $500 million, of which about 
45 per cent is to supply the United 
Kingdom and other Empire countries and 
55 per cent for our own needs. It is our 
estimate that were it not for the Hyde 
Park transactions almost the whole of this 
amount would be a net drain on our 
resources in United States dollars, or would 
be as long as we had any such resources left. 

As matters stand, we are hopeful that the 
Hyde Park agreement will ensure our ability 
to purchase essential materials and war sup- 
plies in the United States to the full extent 
that that country is able to supply them. In 
effect, the agreement may be thought of as 
eliminating the dollar sign in our war-time 
transactions with the United States by pro- 
viding a convenient technique for an exchange 
of raw materials and other components of war 
goods for the finished war supplies we are 
equipped to produce. By the collaboration 
of our good neighbour and ally, we hope to 
be able to meet our exchange requirements, 
which arise out of our need for war materials, 
in the way most effective for a nation at war, 
namely, by the provision of munitions of war 
for whichever of the united nations and 
whichever of the world’s battle fronts require 
them most urgently. 


This is a most desirable situation, but let 
it not be misunderstood. We are able to 
do this only as long as we continue to exer- 
cise care and prudence in our non-war trans- 
actions. The restrictions on pleasure travel 
have now been in force for nearly two years 
and it can be stated with assurance that these 
restrictions have saved us well over 100 
million United States dollars since they were 
imposed. The amounts saved by the War 
Exchange Conservation Act are also very 
substantial. During the past fiscal year, it is 
likely that the savings under both these heads 
have amounted to in the neighbourhood of 
$130 million, about equally divided between 
the two items. In the light of these figures, 
it is fully apparent that these measures have 
played an essental part in the past and that 
we are not presently in a position to relax 
them. 


GOVERNMENT ACCOUNTS AND FINANCING 1941-42 

Against this background, I wish now, Mr. 
Speaker, to review the government «accounts 
for the past fiscal year and report°on the fin- 
ancing which has been carried out. Following 
the useful custom which has now been estab- 
lished, I shall only summarize the estimates 
of our revenues and expenditures, and, before 
I resume my seat, I shall table a White Paper 
which will include full information concerning 
these estimates. The house will recall that, 
though these estimates are close approxima- 
tions to the final figures, the Public Accounts 
will not be available until towards the end of 
this calendar year. 


REVENUES 

Revenues are again very greatly increased, 
Our present estimate is that they will total 
$1,481 million, an increase over the previous 
year of $609 million, or approximately 70 per 
cent. This is some $34 million higher than I 
forecast in presenting the budget last year, 
and is nearly three times the Dominion’s pre- 
war revenue. _ 

Total tax revenues are now estimated at 
$1,360,915,000 as compared with $778 million 
in the preceding fiscal year. In contrast with 
previous years, direct taxes on incomes and 
profits made the largest contribution to this 
total. The graduated tax on personal incomes, 
the 18 per cent corporation tax and the special 
tax on dividends and interest produced $404 
million, more than 80 per cent in excess of 
last year’s yield. The national defence ‘tax 
produced $107 million and the excess profits 
tax, for what was really its first full year of 
operation, as it is collected on the profits of 
the previous year, yielded $135 million. 

Succession duties, first introduced in last 
year’s budget, produced $7 million, a figure 
which gives little indication of the future 
revenue to be derived from this source. 
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Excise taxes, though no longer the largest 
source of revenue showed a greater increase 
than that for the preceding year, rising from 
$284 million to $453 million. The largest item 
in this group, the sales tax, at $236 million 
was $56 million or 31 per cent higher than the 
previous year. The other excise taxes includ- 
ing the new taxes imposed last year fully 
reached or exceeded the estimates of the last 
budget. 

Excise duties yielded $110 million as com- 
pared with $89 million in the preceding year. 
Customs duties, as was expected, showed the 
smallest increase recorded during the year, 
from $131 million to $142 million. 

Non-tax revenue, to which the largest con- 
tributor is the Post Office, is estimated to be 
$103 million. Special receipts and credits will 

-be approximately $18 million. 


EXPENDITURES 

Turning to our expenditures, we now esti- 
mate that ordinary expenditures for 1941-42 
were slightly under $444 million, about $53 
million more than last year. Of this increase, 
$15 million is attributable to increased interest 
on the public debt, $10 million to increased 
cost of loan flotations and bond amortization, 
$21 million to compensation to the provinces 
under the tax agreements and $10 million to 
the Unemployment Insurance Act. Other items 
of ordinary expenditure are slightly reduced. 
Capital expenditures at $3,357,000 were about 
the same as the previous year. The category 


of so-called special expenditures, which 
includes the costs of unemployment and 
agricultural relief, Prairie Farm Assistance 


Act, wheat acreage reduction payments, and 
prairie farm income payments will, it is 
estimated, show expenditures of $62,879,000. 
Expenditures for relief and works projects 
have fallen to small figures, but payments 
under the Prairie Farm Assistance Act, the 
wheat acreage reduction and the prairie farm 
income payments have offset this decrease and 
occasioned an increase of $20 million in the 
total. To meet deficits resulting from the 
operations of the Canadian Wheat Board, 
which had not been previously provided for, 
$12,571,000 has been placed in reserve. 

In 1940-41, government-owned enterprises 
required $18 million. In 1941-42, because of 
the immense increase in railway earnings, this 
was reduced to $1,215,000, only the Prince 
Edward Island car ferry and terminals and 
the National Harbours Board requiring such 
expenditures. 

In the last budget, I estimated that war 
expenditures for 1941-42 would be between 
$1,300,000,000 and $1,450,000,000. It is now 
estimated that they will be $1,351,553,000, 
excluding outlays of $42,480,000 charged to 
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active assets. This compares with $752 million 
spent in the preceding year. 


OVER-ALL DEFICIT 

Adding to the amounts, which I have given, 
miscellaneous other charges representing chiefly 
write-down of assets, we get an aggregate 
expenditure for the year 1941-42 of $1,894,966,- 
000, an amount more than 50 per cent higher 
than the expenditures of 1940-41, viz., $1,250 
million. Deduction of total revenues of 
$1,481,285,000 gives $413,681,000 as the over- 
all deficit or increase in the direct net debt, 
which on March 81, 1942, was approximately 
$4,062,372,000. I estimated last year that we 
would pay between 73 and 79 per cent of our 
direct expenditures out of revenue. It now 
appears that we will have paid 78 per cent. 

On March 31, 1942, the outstanding un- 
matured funded debt (including treasury 
bills) was $5,866,071,000 on which the average 
rate of interest was 2:90 per cent as compared 
with 3-06 per cent a year previously. In addi- 
tion, there were outstanding bonds and deben- 
tures bearing the guarantee of the Dominion 
to the amount of $818,842,000, a decrease of 
$165 million during the fiscal year. 


BORROWINGS 

Total borrowings during the year, excluding 
debentures of over $33 million reissued to the 
western provinces in continuation of the school 
lands settlement, amounted to approximately 
$2,424 million. Of this total, $1,834 million 
was borrowed from the public in the two 
victory loans; $85,294,000 represents the sale 
of war savings certificates and stamps; 
$4,553,000 non-interest bearing certificates; 
$10,000,000 was borrowed in New York for 
refunding; $450 million was borrowed from 
the Bank of Canada and the chartered banks, 
replacing issues of identical amounts held by 
them and which matured during the year; the 
remainder, $40,000,000, is the increase in 
treasury bills outstanding during the year. 
Thus, aside from the increase in treasury bills, 
there was no new direct borrowing from the 
Bank of Canada or the chartered banks during 
the year. 

DEBT 

Dominion of Canada direct obligations in 
the amount of $931,042,000 (excluding school 
lands debentures) were redeemed during 
1941-42, leaving net borrowings for the year 
of $1,493,000,000. This sum was used to meet 
the over-all deficit of $413,681,000, to advance 
$400 million to the Foreign Exchange Control 
Board, for use in financing the sterling area’s 
Canadian-dollar deficit, to advance $252 million 
to the Canadian National Railways (nearly all 
of which was used to effect a redemption of 
railway securities), and the remainder ($427 
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million), to make various other advances and 
raise the working balances of the government. 


To obtain from the people of this country 
loans to the amount of $1,673 million (allow- 
ing for the redemption of securities in New 
York and London), to obtain from the people 
and corporations of this country such an 
amount after they had contributed nearly 
$1,500 million in revenue is a great financial 
achievement. It reflects the willingness of 
Canadians to do what is necessary in finance 
as in other fields to resolve this conflict in 
complete victory. It is an achievement which 
reflects the greatest credit on the National War 
Finance Committee and on the campaigns 
which it has so successfully carried out for 
the sale of war savings certificates and stamps 
and victory bonds. To them, to the press, 
radio, and other agencies, which have made 
special contributions to this success, and to 
the thousands of workers who cooperated in 
the campaigns, the government and the people 
of this country are grateful. 


Our whole financial record for 1941-42 is 
an achievement but I wish to add a word of 
warning. When we say that 78 per cent of 
our expenditures was paid out of revenues 
we are perfectly correct by the principles of 
bookkeeping, but the figure is open to mis- 
construction. In addition to our expenditures, 
we must take account of the financing of 
the United Kingdom. It was necessary during 
the year for the government to find approxi- 
mately $1,050 million for this purpose. In 
exchange for the Canadian dollars transferred 
to the United Kingdom, we acquired assets, 
certain Canadian government obligations held 
in London and sterling balances which have 
now been converted into the $700,000,000 loan. 
Since we acquired assets, the accountants are 
quite correct in classifying these outlays as 
investments. But just as an individual faces 
the same immediate financial problem in 
finding $100 whether it is to be used to pay 
for the winter’s coal, buy a government bond 
or make a gift to his son, so the immediate 
financial and economic problem of our financ- 
ing of United Kingdom purchases has been 
the same as that of our own war expenditures. 
We must realize that though it is correct 
to say that in 1941-42 we paid 78 per cent 
of our expenditures out of revenue, the signi- 
ficant thing to say is that we paid just over 
50 per cent of our expenditures and war 
advances out of revenue. 


Further, we must not be misled by our 
achievements in borrowing from the public 
and the corporations. The conditions, under 
which a government may most easily borrow 
from its people and have its loans always 
oversubscribed, are the conditions in which 


there is a considerable inflation of incomes 
and of bank balances. The government is 
committed to a policy of “pay as you go as 
far as it may be practicable’; it has set 
its face against distributing the cost of war 
through the medium of inflation. ‘We must 
bear in mind that if it is easy for some of 
the people of this country to lend, easy for 
the government to borrow, there is a pre- 
sumption, unless most of the opportunities for 
expenditure have been blocked, that we are 
falling short of our declared policy. I shall 
have occasion to say something further on 
this subject a little later. 
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BUDGET FORECAST 1942-43 AND PROPOSALS 


So much for the past. I have given a brief, 
and, I hope, lucid account of the financial 
policies of the past year and the results of 
the budget of 1941-42. I realize, however, 
that the house has a greater interest in the 
estimates of our expenditures for the new 
fiscal year and in the measures and policies we 
propose to meet these expenditures. 


ESTIMATE OF EXPENDITURES 


For the fiscal ending March 31, 1943, the 
house has before it estimates of non-war 
expenditure amounting to $455 million. To 
this will have to be added supplementary and 
possibly further supplementary estimates, 
including about $20 million to provide for 
payments under the Wheat Acreage Reduc- 
tion Act, and perhaps amounting altogether 
to, say, $30 million. 

The Dominion-Provincial Taxation Agree- 
ment Act provides for payments to the prov- 
inces of $84,428,000. This does not include 
any payments, which it may be necessary to 
make as a result of the guarantee of pro- 
vincial gasoline tax revenue. However, any 
amount which will fall due on this guarantee 
in the present fiscal year is likely to be small. 

It will be recalled that the War Appropria- 
tion Act makes provision for war expenditures 
of $2,000 million. In the early years of the 
war actual expenditures were likely to fall 
short of estimates. At this stage, they are 
more likely to reach or exceed the estimates 
and I may have to ask the house for an addi- 
tional appropriation at a later date. Indeed, 
as I pointed out to the house in March, though 
the total appropriation requested was $2,000 
million, the individual items in the estimates, 
submitted by the departments at that time, 
totalled $2,200 million. 

The War Appropriation (United Kingdom 
Financing) Act provides for expenditures of. 
$1,000 million to furnish food, raw materials, 
and munitions of war to the United Kingdom. 


; 
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Of this amount, the sum of $76 million was 
~used to purchase sterling accumulated during 
the month of March and this sum logically, 
and as intended, should have been charged 
to expenditures for the year 1941-42. It was, 
however, impossible to determine the amount 
and effect the necessary accounting entries 
before April 30, the last date on which charges 
could be taken into the accounts for the last 
fiscal year. While the gift to the United 
Kingdom is limited to $1,000 million, it already 
appears likely that ways and means will have 
to be found to finance further shipments 
before March 31, 1943. 


Adding these estimates together, we arrive 
at a total of $3,570 million. In view of the 
considerations I have mentioned, the figure is 
likely to be exceeded. I feel, therefore, that 
it would not be safe nor fair to the house 
and the people of Canada to make financial 
plans for less than expenditures of $3,900 
million. 


ESTIMATE OF REVENUE 


To meet these requirements, it is estimated 
that with present taxes and tax rates, our 
total ordinary revenues for the fiscal year 
1942-43 will be approximately $1,672 million. 
The following statement shows how the esti- 
mate is made up and, for comparative pur- 
poses, the estimated yields for 1941-42: 


1942-43 1941-42 
(millions) (millions) 
Customs: duties... .....063 $ 135 $ 142 
Pe Te UG ICR Ys 2s sos ts lay ars 123 110 
rE Cee wk aly « 5%, 218 236 
War exchange tax........ 95 101 
Other excise taxes........ 85 116 
Income taxes— 
ea 5% deen, AD 240 190 
NC eee eee hc ee 200 186 
Interest and dividends. . 28 28 
National defence tax..... 150 107 
Excess profits tax........ 275 135 
Succession duties......... 15 v4 
Miscellaneous ........00. 3 3 
$1,567 $1,361 
Non-tax revenue........,5 105 103 
Total ordinary revenue... $1,672 $1,463 


It will be noted that we anticipate sub- 
stantial. increases in revenues from national 
defence tax and personal income tax and a 
very large increase in the yield of the excess 
profits tax. These will result from increases in 
incomes and the application of the rates of the 
1941 budget to incomes for a full year. We 
also look for a sizable increase from excise 
duties. We anticipate that the yields of the 
sales tax, the war exchange tax, and other 
commodity taxes will decline by about $55 
million since a large number of goods subject 
to tax will not be available in the quantities 


purchased last year and inventories being 
used up will have already been taxed. 
Obviously, the amount of such decreases is 
very hard to estimate with accuracy. The 
figures which I have given are the most care- 
ful guesses which we have been able to 
achieve. 


THE FINANCIAL TASK 


Expenditures of $3,900 million and revenues 
of $1,672 million will leave an apparent deficit 
of $2,228 million to be covered by new taxes 
and borrowing. On the basis of these esti- 
mates, we should be paying less than 43 per 
cent of our expenditures out of revenue. To 
make a comparison with last year, we can 
exclude the United Kingdom financing and 
reach a deficit of $1,228 million as compared 
with $414 million as estimated for the past 
fiscal year. 

Last year, I referred to the financial require- 
ments of 1941-42, which were difficult to define 
clearly, as “staggering.” Confronted now with 
much larger requirements, set out as the 
simplest of sums in arithmetic, I must perforce 
drop all adjectives and try to state, as clearly 
as one who isn’t a prophet may state, what 
they mean in terms of the future. 

During the last fiscal year, we appeared to 
achieve the impossible. Rough estimates 
indicate that we increased the dollar value of 
our national output of goods and services by 
nearly 25 per cent, (bringing the increase dur- 
ing the war to about 80 per cent), but we 
increased our expenditures on war (including 
expenditures for United Kingdom purchases) 
by a greater absolute amount. One might 
have expected that this would necessitate 
reduced expenditures for private consumption. 
On the contrary, estimates indicate that 
expenditures for private consumption were 
substantially increased. Our own observation 
confirms this. 

The explanation of this seeming paradox 
is twofold. On the side of goods and services, 
some of the goods, which were purchased last 
year, did not come out of our own current 
output. Apparently, we reduced our inven- 
tories somewhat during the fiscal year, and 
ended the year with lower stocks on hand than 
we had at the beginning, having used more 
than we produced in the interval. We did 
not maintain our capital equipment by expend- 
ing on repairs and replacements the full 
depreciation charged as an expense. Shortage 
of materials, in many cases, made such main- 
tenance impossible. We did not pay for all 
our imports from the United States out of 
current production. Decline in our reserves of 
United States funds and imports of capital 
provided in the neighbourhood of $200 million 


of imports paid for out of capital not out of 
income. 

On the side of money, not all the funds 
which the government acquired by taxation 
and borrowing came out of income, even out of 
gross income. A substantial amount, in fact, 
came in this the first year in which really big 
bond-selling campaigns were carried on, from 
idle bank balances or directly or indirectly 
from private bank loans. We obtained from an 
increase in our treasury bill issues $40 million. 

As I read the experience of the past fiscal 
year, we were not able to draw enough goods 
from sources other than our current output to 
match the idle balances and bank credit which 
were drawn into the treasury and paid out 
again in incomes. Of the $1,673 million which 
we borrowed from the people of this country, 
by no means all could have come out of cur- 
rent saving. This, and similar situations in 
countries with which we trade, together with 
the insatiable demands of war for goods and 
services, occasioned the rapid rise of prices last 
summer, and, but for the prompt action of the 
government in imposing drastic restrictions on 


prices and incomes, would have led to a further. 


and disastrous inflation. 

In the present year, we must and can again 
increase our total output but by no such 
amount as was added to it last year. Short- 
ages of materials are daily growing more 
stringent. Scarcities of power, transport 
facilities and labour have placed narrow limits 
on the production of almost everything. The 
need for war production, and it is only too 
apparent how urgent that need is this year, 
will absorb all our capacity to expand output 
and more. 

Looking at the problem from the side of 
goods and services, we shall not be able to 
obtain substantial imports from the United 
States without paying for them out of current 
output, for we expect to meet, or nearly meet, 
our exchange problem by deliveries of goods 
under the Hyde Park agreement. We can 
probably again draw on inventories of civilian 
goods but by how much I do not know, for 
information as to inventories is very deficient. 
Deferred maintenance and replacement must 
again contribute a substantial sum. Making 
allowances for these sources outside of current 
output, the conclusion is inescapable that in- 
dustry will not be able to supply goods for 
civilian consumption and private investment 
on the scale of last year. 

Looking at money income, the conclusion 
is the same. Increased government expendi- 
tures of the amounts which I have given will, 
with present rates of taxation, leave in the 
hands of persons and corporations spendable 
income far in excess of what can be matched 


at current prices by goods and services. In our 
borrowing, it would be dangerous folly to 
depend on the investment of idle balances. 
Even if we needed to borrow from the public 
no more than we borrowed last year, there 
must be a very substantial increase in curren 
saving. 

It is a most difficult task to deal with sums 
of the magnitude involved here. It is an even 
more difficult and sobering experience to reach 
decisions affecting such large fractions of the 
incomes of our people. I have given the most 
careful and earnest consideration to the prob- 
lem confronting us, and have inevitably come 
to the clear decision that my proposals in this 
budget must include measures to increase our 
revenues within the fiscal year substantially, 
at least to the point where our dependence on 
borrowing will be more nearly within the limits 
of our current saving; they must provide for 
increased saving, both corporate and personal; 
they must include also measures to ensure that 
the task of contributing to the required in- 
crease in current saving is more widely and 
equitably distributed. 

These fiscal measures are necessary if we 
are to follow honestly our declared policy to 
pay as we go in so far as it is practicable. 
They are necessary if our war debt is not to 
create post-war difficulties. It is not the size 
of the debt that is a matter of chief concern 
for after all it is an obligation of the people 
of Canada through their government to the 
people of Canada. Rather, we are concerned 
about the distribution of it. It is a matter of 
the first importance that those who have the 
right to receive payments on government obli- 
gations shall be those who will use the repay- 
ments to provide needed improvements in 
their standard of living, maintain themselves 
against insecurity, and contribute to the im- 
provement of our productive equipment. 


These fiscal measures are necessary also to 
success in our four-front battle against infla- 
tion. The price ceiling, control and rationing 
of supplies, the direction of man-power, and 
fiscal policy are complementary, not alterna- 
tive measures. The offensive must be main- 
tained on all four fronts. No one front can 
be held unless the others are held. The price 
ceiling, a sound policy which is being adminis- 
tered with great courage and imagination, 
cannot itself defeat inflation. If I may venture 
another military metaphor, it can prevent 
the enemy from winning by infiltration. 


PERSONAL INCOME TAXES 


From what has been said it is evident that 
fiscal necessity forces us to look again to the 
income tax on individuals, or some similar 
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device, for a large amount of additional funds. 
In devising measures to meet this need I have 
had to keep in mind three other important 
considerations—the need for equity, for incen- 
tive, and for savings. 


As regards equity, I am sure we all agree 
that the income tax on individuals is the 
fairest method of taxation. By and large, a 
person’s income is the best single measure of 
his taxable capacity, particularly when we 
take into account the number of persons de- 
pendent on him. It is by no means a perfect 
measure, however, and as we increase the rates 
to higher levels we must attempt to take into 
account other factors affecting ability to pay. 
Therefore I have several suggestions to put 
forward in a few minutes, intended to take 
into account additional special circumstances 
affecting ability to pay. 

The problem in regard to incentive is less 
easy to assess but more fundamental and 
therefore more difficult to overcome. A pro- 
gressive income tax must of necessity take 
more out of an additional dollar of earnings 
than it does out of the average dollar of 
earnings. Consequently it must bear heavily 
on additional income earned through extra 
effort or efficiency. There is a danger that 
high progressive rates of income tax may 
interfere with the incentive for harder and 
better work for efficient production. We can 
and must rely upon other than economic 
motives to a large extent these days. Never- 
theless we cannot afford to dispense entirely 
with the incentive of improved earnings as a 
stimulus in the continual week-in, week-out 
production work of the nation at a time 
when production is of vital importance. I 
have endeavoured therefore, to frame these 
income tax measures so as to preserve as 
much as possible of the earnings incentive for 
the great majority of the working population. 

The third consideration is the need to ensure 
that the increase in taxes is reflected in a 
decrease in expenditures and not in reduced 
saving. There would be little net gain if 
the putting into effect of higher income tax 
rates resulted in a corresponding decline in 
saving. It is vitally necessary that, while tax 
revenues increase, the flow of savings into the 
treasury shall also increase greatly. 

Equity, incentive, and the encouragement 
of saving—these are the considerations which 
I have kept in mind, but fiscal necessity and 
the rude facts of war press us hard. 

In order to obtain the increased yield from 
income tax which is required, I am proposing 
that we combine the present national defence 
tax and the graduated income tax into a 
single assessment to be collected as far as 


possible by deduction at the source, or, where 
that is impracticable, by a compulsory instal- 
ment plan. This total assessment will consist 
in part of a flat rate tax on the total income 
like the present national defence tax, and in 
part of a steeply graduated tax at substantially 
higher rates than the present. It will be 
assessed in respect of incomes of the calendar 
year 1942, but will be collected and payable 
over the twelve months from September 1 of 
this year to August 31 of next year. Returns 
are to be filed, as at present, on or before 
March 31. National defence tax already de- 
ducted from 1942 incomes will be credited 
toward the total payable under the new tax; 
this will afford considerable alleviation of the 
immediate burden for those in the lower 
brackets. 

As at present, single persons with incomes 
of less than $660 per year and married persons 
with less than $1,200 a year will be exempt 
from tax, and the tax will not reduce incomes 
below these starting points. The flat rate 
tax corresponding to the present national 
defence tax, will be at the rate of 7 per cent 
for married persons, and at the same rate for 
single persons with incomes not exceeding 
$1,800; it will be 8 per cent on single persons 
with incomes exceeding $1,800 but not exceed- 
ing $3,000, and 9 per cent on single persons 
with incomes exceeding $3,000. The allowance 
of $20 for a child under the national defence 
tax has been increased to $28 for this flat rate 
tax—that is, in direct proportion to the increase 
in the rate. It will be noted that the differentia- 
tion between the single and married in the rate 
of tax comes more gradually and at a 
higher income than in the present national 
defence tax; the effect of this on the relative 
tax payable will be more than counterbalanced 
in the brackets between $1,200 per year and 
$3,000 by the changes in the graduated tax 
and by other means to be noted in a moment. 

The changes in the graduated tax are more 
complicated. In place of the present exemp- 
tions of $750 for single persons, $1,500 for 
married persons and $400 for each child, we 
are shifting over to a single basic exemption 
of $660—which is also the present starting 
point for national defence tax—and a flat 
allowance off the tax for married persons and 
for children. Married persons will deduct 
$150 from the graduated tax, and the allowance 
for children (or other dependents) will be 
$80 each. These figures were reached by 
taking the present exemptions of $750 for a 
wife and $400 for a child and evaluating them 
in terms of a tax saving at the rate of 20 
per cent, which is not the lowest rate of the 
present graduated tax, but the rate in the 
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second thousand of taxable income. In effect, 
therefore, we are “freezing” the value of these 
present exemptions at about the amount they 
have been worth to a taxpayer having an 
income of around $2,500 or $3,000. This, I 
believe to be a better way of increasing the 
tax on persons with families than reducing 
the current exemptions, particularly under 
present circumstances when other changes 
are being made which will have the effect of 
widening the difference between the levies 


on the single, the married, and those with 
children. 


The proposed rates of the graduated tax 
are set forth in detail in the resolution. They 
are substantially higher than the present 
rates. The first thousand dollars of net 
taxable income (i.e., after the exemptions are 
deducted) is now taxed at the rate of 15 
per cent. Under the new schedule the first 
$500 is to be subject to a rate of 30 per 
cent, the next $500 to 33 per cent, and the 
following $1,000 to a rate of 37 per cent— 
compared with the 20 per cent rate on the 
second thousand in the present schedule. I 
shall give a number of examples in a moment 
to illustrate the effects of these increases. 


These new rates, together with the changes 
in exemptions and allowances, will increase 
very substantially the amounts to be obtained 
from taxpayers, although they will not impose 
taxes on any who would not be liable for 
taxes under present rates and exemptions. 
For example, these new rates would require 
from a married man without children and 
having an income of $3,000 a year a total of 
$884, in place of the amount of $400 under 
the present law. While the total yield these 
rates will produce is still something short of 
the amounts we should like to obtain and 
therefore they cannot be considered more 
than enough from the point of view of our 
war requirements, they place such a severe 
burden upon many taxpayers that I believe 
we must now be prepared to make certain 
new types of adjustments in order to meet 
the considerations which I mentioned a few 
moments ago—considerations of equity, in- 
centive and savings. 

One type of special provision which I am 
suggesting, although not the most important, 
is to permit an exemption from taxable 
income in respect of unusually large medical 
or hospital expenses which a taxpayer has 
had to meet during the year out of the income 
on which he is being taxed. This will take 
the form of permitting as a deduction from 
income, for the purpose of calculating tax, 
amounts spent by the taxpayer during the 


tax year on medical, dental, hospital and 
nursing services to the extent that these 
exceed 5 per cent of the taxpayer’s income. 
A limit is to be set on the amounts that may 
be claimed in this way, of $400 for one 
taxpayer, plus $200 for his wife and $100 for 
each child, up to a maximum of $1,000. I 
should point out that while a _ family 
of five, for example, is more likely to have 
a large excess of these expenses In any year 
than a single person, it is not likely to have 
five times the amount for it is not to be 
expected that all five will be subject to 
serious illness or accident in the same year. 
I may say by way of explanation of the 5 
per cent that studies of family expenditure 
indicate that the average expenditure on 
medical services, etc., are in the neighbour- 
hood of 4 or 5 per cent of income, and we 
desire only to provide exemption for those 
who have more than average expenditures of 
this kind. Those claiming this exemption 
will be required to submit evidence that 
these payments have, in fact, been made in 
respect of services received by the taxpayer 
or his dependents within a specified period. 


REFUNDABLE TAX 


The second and most important type of 
alleviation I wish to recommend in order to 
render equitable the increased rates which I 
have outlined involves a substantial inno- 
vation in our tax machinery. I am proposing 
to make a portion of the increased tax 
refundable within a specified period after the 
war, with accrued interest at 2 per cent. This 
portion of the assessment on his income will 
therefore constitute a form of savings for 
the taxpayer, rather than simply a tax. This 
saving will be a part of the taxpayer’s war- 
time earnings, kept for him until after the 
war, when it can be spent to better advantage. 
By means of this principle we are able to meet 
our immediate fiscal needs to a substantial 
degree without endangering the incentive 
afforded by the possibility of higher earnings 
for more and better work. In the case of 
those with incomes in the lowest brackets 
subject to tax, the refundable portion will be 
greater than the increase in the total taken, 
so that the net tax on these lower paid groups 
will be somewhat lighter than at present, 
although they will be required to provide a 
fair share of the increased total assessment. 
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This refundable portion of the tax we may 
term a “minimum savings requirement”. It 
will ensure that the taxpayer not only pays 
his taxes but saves a certain minimum 
amount, dependent on his income, his tax, 
and his family responsibilities. In general, it 
will be collected in the same way and at the 
same time as the income tax. Allowance is 
to be made, however, in this refundable por- 
tion of the tax for certain types of savings 
already being made by the taxpayer under 
contract, which the taxpayer cannot cease 
making without substantial loss or danger. 
Payments made by the taxpayer within the 
tax years as net premiums on life insurance 
contracts in force: to-day, or as_ principal 
payments on a mortgage on one residence, or 
as payments into a pension fund, retirement 
fund or superannuation fund, will be accepted 
as an alternative to the liability to turn over 
funds directly to the treasury as part of the 
minimum savings requirement. These alter- 
native types of savings cannot readily be 
drawn upon during the war, and of course to 
the extent they are drawn upon in any year, 
they cannot be included. The use of funds 
for these purposes by the taxpayer does not 
compete with war requirements for goods or 
services, nor add to the problems of price 
control and rationing, as does the use of 
funds for expenditure. By permitting these 
savings under existing contracts to be counted 
a part of the minimum savings requirements, 
we are able to ensure that everyone saves the 
minimum amount without creating hardship 
for those who have contracted to save sub- 
stantial amounts by means of life insurance, 
mortgage payments or pension funds, 


Let me emphasize clearly that this minimum 
of savings to be required of all does not release 
any of us from the obligation to save as much 
as is humanly possible in addition to this, and 
to invest it in war savings certificates or 
victory loans. We are not substituting com- 
pulsory for voluntary savings. On the con- 
trary, we must secure a very large increase in 
voluntary savings from individuals this year, 
in addition to the minimum savings now to be 
required by law. The figures I shall give in a 
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few minutes of the amount we shall have to 
borrow in addition to the revenue to be 
obtained from existing and increased taxes 
will make it quite evident that savings must 
greatly increase. 


There is no doubt that Canadians as a 
whole have the financial means to make such 
savings. Under the pressure of vast war 
expenditures their aggregate income is reach- 
ing levels which would have seemed impossible 
a few years ago or even in the palmy days of 
1929. Under the measures being proposed we 
are going as far as we feel we can to ensure a 
reasonable minimum degree of equity in 
respect of war saving. But the great majority 
of Canadians can save more than this basic 
minimum, and some can save very much more. 
I have in mind, for instance, family groups 
whose total income has increased very sub- 
stantially because of the war. Under a fiscal 
system which is based on the individual rather 
than the family as a unit, the full mobilization 
of possible savings by such groups can only 
take place on the voluntary principle. 

It is therefore clear that the National War 
Finance Committee, which directs our savings 
campaigns, has an even bigger and more 
difficult job to do than it has had in the past. 
The magnitude and the character of its task is 
such that the committee does not believe it 
can succeed unless it becomes to an even 
greater extent than it is now a_ people’s 
organization. Success will depend upon the 
extent to which it can draw upon every group 
in the community for men and women who 
will help in planning its activities as well as in 
carrying them out, and organization is now 
proceeding with this end in view. 

The taxes and minimum savings required 
from persons with various incomes are illus- 
trated in a table which I would like to place 
on Hansard at this point, with the consent of 
the house. 

The table gives the figures for single persons, 
married persons without children and married 
persons with two children, for selected incomes 
from the exemption limits up to high figures. 
The amount of tax payable at current rates, 
including national defence tax, is shown for 
the purpose of comparison: 


TABLE ILLUSTRATING EFFECT OF PROPOSED INCOME TAX RATES WITH 
REFUNDABLE FEATURE 


(Amounts shown in even dollars for purposes of illustration) 


New Tax 
: Refundable plus 

Tax at Proposed Tax at Portion, or Refundable 

Annual Present | Increase Proposed Minimum Portion or 

Income Rates in Tax New Rates Savings Minimum 

Alone Require- Savings 
ment Require- 
ment 
Sinetse Persons, Wirnout DEPENDENTS 

714 | teeta PHS LA Midas Reteatanh eer hae 35 —15 20 20 40 
SHOT EGE: i eRe eb sae a: 57 1 58 58 116 

Me OO oe See cin Scbec.c BEROT eae 87 5 92 80 172 
By SOO ret oh ea ee res 162 5 167 100 267 
M2 D0G ce bysicie hire is Hart be. SR 217 30 247 120 367 
1 aS ae en ae in ar Pe 273 58 331 140 471 
2 OOD ao heel Qe beg bee EWES 340 101 441 160 601 
VO Masti ic ck welt wok eet 475 151 626 200 826 
B00 sro Foes at. anekh -th98s 622 202 824 240 1, 064 
CANT Eee EET Re Ot ee te SoM 955 319 1,274 320 1,594 
151 Pb eB Weg die 9: eater Ort sae Tose 396 1,728 400 2,128 
AOUDC LONE SEES 2,400 570 2,970 600 3,570 
TO AHO en bea fnale Sa ara oes 3, 600 yaw) 4,312 800 5, Li 
BOPO0O: th) wea. 9,105 1,924 11,029 800 11, 829 
Oe ONG ea Srire sg.ceels. LAR ONE 15, 082 3,314 18,396 800 19, 196 
DUONG soe ere Safe Gees eels 28, 392 6,511 34, 903 800 35, 703 
ENOCOOO . Be. OEE. ths. Ha 64, 347 15,990 80,337 800 81, 137 
UO MIOU .. Seetcerady :. Ad wtegeh fone 411,720 60, 584 472,304 800 473,104 

Marriep Persons, WitHOUT CHILDREN 

1,250). 6.3.2 0 RS Stee BEE 50 —25 25 25 50 
1 h57 0 Spee ee Sept yree S reeee he 65 —15 50 50 100 
LOO Rte ot ee age ee ee ee ee va 34 109 108 217 
1 TAO eat, «ae 125 36 161 160 321 
OS ona cake Anis Gate emer ane 175 56 231. 200 431 
BE 2B0S5 3, . 2d SPIRE ee RO 225 91 316 225 541 
2 BOOT Ecce «eter eR 275 126 401 250 651 
$; 000 Bese, AS) SOURS SR 400 184 584 300 884 
m0) ire «tte te tie apa 675 289 964 400 1,364 

Fi AIO ie oie Rue OR ee, Ae 1,000 378 1,378 500 1,878 
BRS 8 Glogs, Red eae lane bake at pier 1,965 555 2,520 750 3, 270 
JOT000 ve de eidavsacue 3, 080 682 3, 762 1,000 4,762 
Re, cal Caachi ante ol 8 8, 330 1,949 10,279 1,000 11,279 
GU UNM nae Rens oe cna cat 2 14, 085 3, 361 17, 446 1,000 18, 446 
BROOD Phe: rate Fe... on ee 26, 965 6, 588 oayode 1,000 34, 553 
DOO = 2, coneitniyn tees. s Halle a 61,875 16,112 77, 987 1,000 78, 987 
SO TRCL RS: 2 i eee 401, 120 60, 834 461, 954 1,000 462,954 
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Total, i.e., 
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TABLE ILLUSTRATING EFFECT OF PROPOSED INCOME TAX RATES WITH 
REFUNDABLE FEATURE—Concluded 


(Amounts shown in even dollars for purposes of illustration) 


Total, i.e., 
New Tax 
Refundable plus 

Tax at Proposed Tax at Portion, or Refundable 

Annual Present Increase Proposed Minimum Portion or 

Income Rates in Tax New Rates Savings Minimum 

Alone Require- Savings 

ment Require- 

ment 
MARRIED PrERsons, WitH 2 CHILDREN 

(hie it Wt her ee Ba ie ots ne a 22 —6 16 16 32 
TP Sire eaten | thes. teks ee 25 —7 18 17 35 
EDD... 34). 30M AU A andl 30 —9 21 21 42 
1, OOD sae. Seb L. boyz hts» oh > 35 —10 25 24 49 
Wg he RRC ea led donde ee ea 48 5 53 52 105 
AOD) ge. ES « OU hdl, 60 47 107 108 215 
RADU . Cb %.. Vie, «8 ds cab ae! 73 90 163 162 325 
LM EST is Oe ey 115 102 217 218 435 
BIO tty, TCS es 215 119 334 334 668 
S00. fica ousbess - 90s. Bilis 450 218 668 480 1,148 
CAEL US GAMA ae ars Oeil, he 735 327 1,062 600 1, 662 
DMMP Ace Utils Gre ode Bien nals 1, 637 517 2,154 900 3, 054 
1D POG) DRE IOR 209.2) 2,710 636 3, 346 1,200 4,546 
SUSI. oak... wae tat foes 7,890 1,973 9,863 1,200 11, 063 
er Ae a aS aS ge 13,621 3,409 17,030 1, 200 18, 230 
Oe DOO ES ote te Sta Ae... 26, 437 6, 700 33, 137 1,200 34,337 
He eM eae wes. dxega tae fg 61,299 16, 272 Ftd 1,200 78,771 
CLA OO ee ee se 400, 408 61,130 461,538 1, 200 462,738 


Norr.—In calculating the above taxes it has been assumed that all incomes up to $30,000 are entirely 
earned incomes, and that incomes of more than $30,000 include earned income of that amount and addi- 


tional investment income to make up the total. 


Let me give a few examples from the table. 
A married man without children and with 
an income of $2,000 a year is liable under the 
present law for a tax of $175. Under the 
rates proposed he would be lable for a total 
amount of $431, of which $231 would be tax 
and $200 would be his minimum savings 
requirement to be refunded after the war, with 
interest. A single man with the same income 
would be paying $340 under the present rates, 
and would pay a total of $601 under the new 
rates, of which $160 would be refundable and 
$441 would be tax. A single man with an 
income of $1,000 is at present rates subject to 
a tax of $87.50, and at the new rates would 
be subject to a tax of $92—only a slight 
increase—and as well to a minimum savings 
requirement of $80. Going up to the middle 
income brackets, a married man _ without 
children, earning $4,000 a year, who is sub- 
ject to a tax of $675 at present rates, would 
under the new rates be liable for a tax of 


53300—34 


$964, and, in addition, for a minimum savings 
requirement of $400. If he had two dependent 
children, the tax liability would be only $668, 
compared with $450 at present, and the refund- 
able portion of the total assessment would be 
$480, making a total of $1,148. A married 
man with two children and an income of 
$1,500 is at present liable for a national defence 
tax of $35. Under the new plan his tax 
liability would be reduced to $24.50, and he 
would have a minium savings requirement of 
an equal amount. I should point out that 
in many of these cases at least a portion of 
the minimum savings requirement will 
undoubtedly be met by the contractual savings 
already being made by the taxpayer in the 
form of life insurance premiums or pension 
fund deductions from wages or salaries. 


It will be noted that on the amount of any 
income in excess of $100,000, the rate of 
graduated tax is 85 per cent to which, of 
course, must be added the flat rate tax of 
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7 per cent for married persons and 9 per cent 
for single persons. In addition to this we must 
add the 4 per cent surtax on investment 
income, since any income in excess of $100,000 
is almost certain to be investment income in 
this country. 

Therefore we have an effective top rate of 
tax of 96 per cent for married persons and 
98 per cent for single persons. This leaves 
what for such persons will amount to only a 
token residual of 2 per cent or 4 per cent. 
The effect of these rates will be that while a 
married person with a $100,000 income, of 
which $30,000 is earned income, will be left 
with about $21,000, another having a total 
income of $500,000 will be left with about 
$37,000. 

I have considered the suggestion that a 
maximum level should be set for net income 
after tax—that we should place a “roof,’ so 
to speak, on what a person may be allowed to 
retain, whatever his actual income may be. 
In the United States, where there is an 
awkward problem arising from the existence 
of large incomes from tax-exempt securities, 
there may be some special need for legislation 
of this character. In this country, however, 
there would be no substantial amount of 
revenue to be gained from imposing a 100 per 
cent top rate rather than the 98 per cent rate 
I am proposing. There may be some political 
allurement in the principle of establishing by 
legislation an absolute limit on_ personal 
incomes, instead of adhering to the principles 
of progressive taxation even though at very 
high rates. J can only say that there have 
been too many difficult and far-reaching 
decisions to be made in framing this budget 
for me to give any consideration to its 
political adornment. 

I would estimate the yield of the present 
income tax, including national defence tax, 
for a full year at the present rates on the cur- 
rent level of incomes, at about $410 million. 
The increase in rates, and changes in exemp- 
tions, which are proposed would, I believe, 
yield an additional $115 million in a full year 
in the form of tax revenue proper. It would 
also impose a minimum savings requirement 
of about $250 million in addition, but we must 
expect a very substantial portion of this to be 
met by the alternative contractual forms of 
saving, leaving possibly $125 million as the 
yield of refundable taxes. I am not including 
this refundable tax with the estimates of 
revenue, however, as it is properly regarded 
as borrowing rather than revenue. 

COLLECTION AT SOURCE 

I mentioned that it was proposed to collect 
as much as possible of the new tax at the 
source or by a compulsory instalment plan. 


The instalment plans that have been in effect 
on a voluntary basis for the last two years 
have been welcomed by many, but they have 
been used by only a minority of taxpayers. 
With the higher rates now being put into 
effect, including the refundable portion of the 
tax, it is obvious that the income tax is 
something for which almost everyone subject 
to it must budget the year round. From the 
national point of view, it is necessary that 
these higher rates should be reflected in 
reduced spending power as soon as reasonably 
possible, and regularly thereafter rather than 
in fits and starts. Consequently it is proposed 
to commence in September of this year to 
deduct at the source as much as is practicable 
of the new income tax rates, including the 
refundable portion. It will not be adminis- 
tratively possible to deduct 100 per cent of 
the tax liability as is the case with the 
national defence tax in some cases, but we 
shall aim at something like 85 per cent or 
90 per cent, leaving only a moderate remainder 
to be paid when the return is filed. During 
the first four months the deductions will not 
be on the full scale that will be in effect from 
January 1943 to August of that year, but will 
be at an intermediate level between that and 
the present national defence tax level, in 
order to give taxpayers an opportunity to 
adjust themselves to the change. As I have 
noted, the national defence tax deducted dur- 
ing the first 8 months of 1942 will be credited 
against the tax payable on 1942 incomes, and 
this will be reflected in the scale of the deduc- 
tions, particularly in the first four months. 


The actual details of the deduction plans 
remain to be worked out and are not provided 
for in the resolution that I am moving. In 
general, it is expected that employers will 
be asked to deduct specified amounts from 
employees of a specified family status within 
a specified earnings range. Thus, for example, 
it may be that for married employees without 
children earning between, say $33 and $36 
per week, the employer will be asked to 
deduct, say, $5.50 a week to be forwarded to 
the income tax office and to be credited to 
the employee’s tax liability and minimum sav- 
ings requirements. Tables will have to be 
prepared showing the amounts to be deducted 
for various wage and salary ranges for single 
and married persons and so forth. It is 
believed that though the amounts to be 
deducted by employers will be much greater, 
the work of calculating and recording will not 
be greatly increased. Deductions will be based 
upon the income of the pay period against 
which they are made. It will be necessary 
for each taxpayer to meet any excess of his 
tax and savings liability over the amounts 
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actually deducted during the twelve months 
of deductions or to claim a refund in case of 
over-deductions. 

It will obviously not be possible to deduct 
the major part of the tax at the source on all 
forms of income. It is therefore proposed that 
those persons having incomes in such forms as 
are not subject to deduction at the source 
shall be required to pay their taxes and their 
Minimum savings requirements on a compul- 
sory instalment plan extending over the same 
period as the deductions from other incomes. 
For this purpose it will be necessary to provide 
for only four instalments rather than twelve 
in order to reduce the administrative work in- 
volved in such frequent payments. 

The collection of most of the income tax 
at the source, beginning in September, and the 
compulsory use of the instalment plan of pay- 
ment for those types of income where the 
tax is not deducted at the source, would have 
the effect of increasing the amount of income 
tax to be received in the current fiscal year, 
but this effect is offset by the fact that the 
national defence tax deducted during the first 
eight months of 1942 will apply toward the 
payment of the new total tax, and part of the 
revenue from these national defence tax de- 
ductions has already been taken into last 
year’s accounts. As a consequence of the 
zeveral factors affecting the time of payment, 
as well as the changes in rates and exemptions, 
it is estimated that we shall receive from 
income tax on individuals, including deduc- 
tions for national defence tax, a total of $435 
million in this fiscal year, which amounts to 
an increase of $45 million over the figure I 
gave a few minutes ago for the potential yield 
this year of income tax and national defence 
tax under the existing law. These figures do 
not include the portion of the tax which will 
be refundable; we might expect $140 million 
of refundable tax or minimum savings require- 
ment during the fiscal year, but a large portion 
of this—we may say $70 million—is likely to 
be accounted for in the alternative forms of 
contractual saving. 

There are some minor changes proposed in 
the personal income tax which I will mention 
only briefly. I am proposing that the age up 
to which children may normally be claimed as 
dependents should be reduced from the twenty- 
first birthday to the eighteenth birthday except 
in cases where the child is attending school or 
college. Under present circumstances all able- 
bodied persons of eighteen years of age or 
over should, I believe, be engaged in some 
useful work or service unless they are com- 
pleting their education, and consequently chil- 
dren of this age should no longer be presumed 
to be dependent on their parents. Those 
dependent by reason of physical or mental 


infirmity will, of course, continue to be regard- 
ed as dependent for the purpose of income 
tax, irrespective of age. 

For those at the other end of their working 
lives I am proposing some alleviation by pro- 
viding that anyone over the age of 65 years 
shall not be liable for the minimum savings 
requirement, if their incomes do not exceed 
$3,000 per year. Old persons with small 
incomes cannot reasonably be forced to save 
a substantial amount for a future which they 
may not live to enjoy. I would hope, however, 
that a large proportion of those entitled to 
this exemption will choose not to avail them- 
selves of it, or to save even more in other 
forms, so that they may share with their 
younger compatriots the burdens of these 
historic years. 


WAR SERVICE PENSIONS 

In addition to the changes in the rate struc- 
ture aud the other proposals which I have 
just mentioned there are several other items 
which are of general interest. I am pleased to 
announce that I am going to recommend to 
the house an exemption from all taxes under 
the Income War Tax Act in respect of war 
service pensions, regardless of whether they 
arise out of the past war or the present one. 
I feel sure that this will meet with a hearty 
response not only in the house but in the 
country as a whole. 


OTHER INCOME TAX CHANGES 

Legislation will be introduced to prevent tax 
avoidance in certain directions. For example, 
it is proposed that income received from oil 
or gas wells organized on the so-called royalty 
basis shall be deemed to be income received 
by the person or persons actually operating 
the oil or gas wells on behalf of the royalty 
holders and taxed at that point. Also, when 
property is sold on an instalment basis the 
capital payments shall be deemed to include 
interest at a reasonable rate in cases where 
there is no interest provided for or where the 
interest provided for is unduly low. 

Our tax on non-residents which now applies 
to interest, dividends, rents, royalties and cer- 
tain other income will be extended to cover 
salaries and annuities. This will bring our tax 
on non-residents more nearly into line with 
those imposed by other governments on our 
citizens. At the same time I propose to remove 
the present limitation on the personal exemp- 
tion applying to non-residents who but for 
this limitation would pay tax under our law 
on the same basis as residents. This provision, 
which will be on a reciprocal basis, will be 
of particular interest to persons who commute 
across our international border. Several other 
minor changes in the law will be introduced 
which I need not mention here but which 
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will appear in the resolutions. Rates of tax in 
the gift tax schedule will be increased 3 per 
cent. 

This concludes the section on proposals 
relating to personal income taxes. I wish to 
turn now to some proposals concerning the 
excess profits tax. 


EXCESS PROFITS TAX 


The excess profits tax as it was drafted in 
the budget of June, 1940, and revised in many 
details in last year’s budget, has been appro- 
priate to the period of expansion during the 
early years of the war. During this time it has 
produced substantial revenues for the treasury 
in a reasonably equitable manner. It has 
imposed a heavy tax on increases in profits. 
It has served to keep the over-all increase in 
profits of all corporations within moderate 
limits, so that the total of all profits has 
increased by only a small percentage from 
year to year despite the very much larger 
increases in the total of business carried on. 
At the same time it has permitted rapidly 
expanding businesses to retain a fraction of 
their increased profits in order to meet their 
requirements for additional working capital 
during this expansion period. 

The time has now come when we can and 
should make the excess profits tax more severe 
The rate of expansion in business will now 
be much less than it has been heretofore. In 
the case of many civilian businesses the vol- 
ume of their production or turn-over is likely 
to decline rather than expand. Even in the 
field of war production we are getting close 
to the levels of full capacity. Consequently, 
businesses in general no longer need to retain 
substantial amounts of their current profits 
for reinvestment in working capital and can 
afford to pay a large proportion to the 
treasury. Secondly, the machinery required 
to administer the excess profits tax has now 
been built up and is operating efficiently. 
We are, therefore, able to undertake changes 
in the tax which could not be readily under- 
taken when we did not have the adminis- 
trative machinery to carry them out effec- 
tively. Finally, in the past year we have 
adopted a much more rigorous general eco- 
nomic policy, involving control over many 
forms of incomes as well as over production 
and distribution. This more rigorous economic 
policy makes appropriate the more rigorous 
excess profits tax. 

I have given a good deal of consideration 
to various alternative means of increasing 
the excess profits tax. I believe that the 
increase should affect the tax on excess profits 
rather than on profits that have not increased 
substantially over pre-war levels. Already 


the tax on profits that have not increased is 
heavy when we bear in mind that those 
profits when distributed as dividends are suh- 
ject to all the personal income taxes in addi- 
tion to the corporation taxes. This involves, 
in effect, a discrimination against income 
earned in the form of corporate profits as 
distinct from other types of income, such as 
interest. Some discrimination may be Jjusti- 
fied, but I believe we have already gone far 
enough in that direction. Consequently, I 
propose to increase the rate of tax on excess 
profits but not the flat rate of tax which 
applies to profits generally. 

In proposing this increase I think it im- 
portant that we should not remove entirely 
the continuing, day to day, incentive for 
economy and efficiency in production. If that 
incentive were entirely removed by making 
the tax such that it would take the whole 
of any increase in profits, leaving no benefit 
to the producer, then we would be exposing 
ourselves to the danger of slackness and care- 
lessness in regard to costs and efficiency. I 
am not suggesting that Canadian producers, 
or distributors for that matter, or those en- 
gaged in any other type of business would in 
any way sabotage our national effort at this 
time, but simply that the complete removal 
of the standard, by which business men are 
accustomed to determine whether expendi- 
tures are justifiable or not, might make them 
forget the minor economies and opportunities 
for increased efficiency which do not appear 
significant in themselves in relation to the 
national effort but which in the aggregate 
have very great importance. We cannot 
afford now to waste labour, materials or time. 
We need to preserve efficiency by every 
reasonable means at our disposal. Secondly, 
I believe that in making any change we should 
not deprive businesses of all chance to build 
up reserves for the post-war period. Some 
reserves will be needed if business is to press 
ahead actively after the war with the con- 
version of its operations from war purposes 
to peace purposes, to modernize its plant and 
thereby place itself in the best position to pro- 
vide employment in the post-war period. 
Thirdly, we must beware of making too severe 
an instrument of taxation that can never be 
perfectly fair and equitable, however much 
we endeavour to provide for various types of 
cases and situations. If we had a tax that 
was extremely severe in its treatment of 
so-called excess profits, yet something short 
of perfect in determining standard profits, we 
should be continually tempted to make 
special allowances of one kind or another to 
temper its severity in hard cases in an 
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endeavour to be equitable and these would 
be apt to add up in total to a tax that was 
far less severe than was intended. 


On the other hand our need for funds at the 
present time is very pressing, as I have already 
emphasized in connection with the personal 
income taxes. We must obtain every dollar 
that we can. Moreover, it is desirable at the 
present time not to permit those who have 
substantially increased profits to disperse them 
in higher current dividends since this would be 
directly contrary to the government’s policy 
of stabilizing incomes. Any increase in profits 
would better be reserved to enable the busi- 
ness to play an active part in post-war 
reconstruction. 

Balancing these various considerations I 
have decided to propose that the rate of tax 
on excess profits be raised from 75 per cent 
to 100 per cent, and, at the same time, that 
provision be made for refunding after the war 
20 per cent of the excess profits taken, over 
the range where this 100 per cent rate is 
effective. 

I am also proposing another more compli- 
cated change which is less spectacular but 
serves to increase the effective rate of tax 
very substantially on businesses whose profits 
have increased significantly over pre-war levels. 
Let me remind the house that under the 
present act a corporate taxpayer pays an 18 
per cent corporation income tax on all of its 
profits and then under the Excess Profits Tax 
Act pays either (a) 75 per cent of the excess 
profits over standard profits after deducting 
the corporation income tax paid on this excess 
or (b) 22 per cent of its total profits, which- 
ever is the greater. I am now proposing that 
under the Excess Profits Tax Act a company 
shall pay a flat rate of 12 per cent on its total 
profits in addition to the 18 per cent corpora- 
tion income tax, and then shall pay as well 
either 10 per cent of its total profits or 100 
per cent of its excess profits after deduction 
of the corporation income tax and the 12 per 
cent rate thereon, whichever is the greater. 
In effect, therefore, I am taking the 22 per 
cent in the present act and splitting it into 
12 per cent to apply to total profits in any 
event, and 10 per cent to apply as an alter- 
native where that is greater than the amount 
produced by the rate on excess profits. The 
effect of this change, which may appear incon- 
' sequential at first sight, is to increase sub- 
stantially the tax liability of all those whose 
profits have increased by more than one-sixth 
of their standard profits. 

The amount to be refunded to those cor- 
porations which are subject to the 100 per 


cent rate on excess profits will be 20 per 
cent of the amount of profits in excess of the 
amount at which the 100 per cent tax on the 
excess after the deduction of corporation 
income tax and the 12 per cent flat rate 
equals the 10 per cent tax on the total profit. 
This rather complicated prevision results in 
the 20 per cent refund applying only where 
the 100 per cent rate effectively applies on 
any additional profits. The amount to be 
refunded will not bear interest but will be 
returned unconditionally to the taxpayer 
after the war, provided only that his tax 
hhabilities have been paid. 


The result of these changes in the rate 
structure of the excess profits tax will be 
that no corporation will be permitted to retain 
more than 70 per cent of its pre-war standard 
profits, though it will be given the opportunity 
to earn a post-war credit through economies 
and efficiencies and increased production that 
enable it to earn higher profits before tax. 


- This limitation on the amount of profits 


which may be retained may eventually require 
some corporations whose profits or dividends 
have increased substantially in recent years 
to reduce their current rates of dividends. 
If certain reductions of dividends should be 
required by the measure I am_ proposing 
I do not believe it will be too much ofa 
burden to place on these corporations or their 
shareholders at this critical time. The amount 
of tax which will be refunded will not be 
lost to the corporation but will enable it 
to safeguard its post-war position and to 
make itself ready to take part in the important 
work of reconstruction. 

Because these changes impose a 100 per 
cent rate on many corporations and because 
in many cases available earnings have already 
been disposed of, I have decided that it 
would be impossible to make it retroactive. 
Consequently, these new rates of excess pro- 
fits tax will apply as from the Ist of July 
onwards. In order to ensure that the taxes 
payable under this act and by corporations 
under the Income War Tax Act are remitted 
at as early a date as possible to the treasury 
it is proposed to require monthly instalment 
payments on account of the tax lability, 
including the refundable portion. The pay- 
ments made before the end of the fiscal 
period of the business will have to be based 
upon anticipated earnings or earnings in the 
preceding period. The result of this change 
in timing will mean a very substantial increase 
in the amount of revenues to be obtained from 
the excess profits tax during the current fiscal 
year. 


Certain other amendments to the Excess 
Profits Tax Act will be brought in. For 
example, the tax exemption designed to 
encourage mineral production which previously 
yas obtained in the Income War Tax Act 
will be transferred to the Excess Profits Tax 
Act. The house may recall that the present 
exemption expires December 31, 1942. It is 
proposed that a generally similar exemption 
shall be granted under the Excess Profits Tax 
Act where the tax relief is greater rather 
than under the Income War Tax Act. The 
new exemption will apply to producers of 
base metals and strategic minerals. This 
exemption may be regarded as complementary 
to the measure of assistance being granted 
under the Income War Tax Act which encour- 
ages the search for these minerals. 


In the interests of achieving greater equity 
in our taxes on business enterprises, which now 
of necessity are at such very high levels, I pro- 
pose to allow in future a one-year carry-for- 
ward of losses. This will apply in the case 
of corporations to both income and excess 
profits tax and in the case of sole proprietor- 
ships and partnerships to the excess profits tax. 


The law at present gives complete exemption 
to small businesses with profits of $5,000 or 
less. Under a proposed amendment this 
exemption will be withdrawn in respect of the 
new 12 per cent flat rate which applies 
generally to total profits of corporations. 
Other changes of a technical nature which I 
need not explain here will be found in the 
resolutions. 

I have already given an estimate of $275 
million as the yield in this fiscal year of the 
excess profits tax if there were to be no 
changes made in it. This revenue would be 
largely derived from the tax on profits earned 
in 1941. The introduction of the compulsory 
instalment plan for the payment of this tax 
will increase substantially the revenue to be 
expected from it during this fiscal year from 
taxes on income earned during 1942. Exclud- 
ing the effects of the changes in rates, this 
increase would be about $145 million. The 
changes in the rates of the excess profits tax 
which I am proposing would, it is estimated, 
yield an increase in revenue of about $58 
million on the basis of a full year’s application 
with profits at their current levels. Because 
of the instalment plan, we shall get some of 
this increase during the current fiscal year, 
and allowing for the fact that the changes go 
into effect from July 1, it is estimated that 
the amount will be about $20 million. In 
addition to these amounts of actual revenue, 
the amount we shall receive in the form of 
refundable tax under the excess profits tax is 
estimated at about $60 million on the basis of 


a full year’s application with profits at current 
levels, of which we may anticipate receipts 
of about $25 million during the current fiscal 
year, 


The application of the instalment plan to 
the corporation income tax will bring about an 
increase in revenues from that tax during the 
present fiscal year, even though the rates are 
not changed at all. It is estimated this will 
amount to $105 million. 


In the Succession Duty Act there will be 
few significant changes. 
will not be altered. As a matter of general 
interest, however, I may call attention to the 
new form of exemption which will allow charit- 
able gifts up to one-half the estate to pass 
entirely tax free where previously the duty 
was one-half the ordinary rate. It is also 
proposed to offer exemption on a reciprocal 
basis to representatives of foreign governments. 


Certain other minor changes will be made_ 


with a view to clarifying the law ane assisting 
in its administration. 


INDIRECT TAXES 


I come now to indirect taxes. I would 
remind the house that, in the three previous 
war budgets, we have made a highly selective 
approach to indirect taxes. We have attempted 
to collect revenues on specific expenditures 
rather than on all expenditures. Remembering 
that we already had an 8 per cent sales tax 
at the outbreak of war, we have avoided, since 
the first war budget, except in last year’s 
increase in the sugar tax, indirect taxes which 
would raise the cost of the necessaries of 
life. The imposition of the price ceiling has 
added conclusively to the weight of argument 
against general rather than selective increases 
in consumption taxes. I propose to follow 
again, therefore, a selective approach and 
recommend substantial increases in taxes which 
fall on luxury expenditures. It is hoped that 
these taxes will discourage such expenditure. 
To the extent that they do, current savings 
will be increased. To the extent that such 
expenditures persist, the treasury will benefit 
from the revenue. 


The excise duties on alcoholic beverages have 
already been increased substantially since the 
outbreak of war, but the record of sales leads 
me to conclude that further large increases 
can again be made. I shall recommend that 
the excise duty on spirits, which was increased 
from $4 to $7 a gallon in September, 1939, be 
raised to $9 and that on Canadian brandy from 
$6 to $7. The pre-war excise duty on malt 
was 6 cents a pound and was increased to 
10 cents in September, 1939, and to 12 cents 
in April, 1941. My recommendation is that it 


The rate structure - 


3 4 Deed see D. — 


‘aaa ia Ti 


19 


be now increased to 16 cents a pound and that 
corresponding increases be imposed on malt 
syrup and on beer imported as such. It is 
proposed that the excise tax on wines be 
raised from 40 to 50 cents and on sparkling 
wines from $2 to $2.50 per gallon. It is 
anticipated that these changes will result in 
an increase of revenue of $11,650,000 in this 
fiscal year and $15,600,000 in a full year. 


It is recognized that the provinces, as well 
as the dominion, derive revenue from the 
taxation or sale of alcoholic beverages. They 
have also the responsibility for regulation of 
the sale. If the tax increase here proposed 
should seem likely to affect their revenues 
they have it in their own power to raise their 
prices or taxes. The purpose of these increases 
is to provide additional revenue for the 
dominion at the expense of the consumer, not 
to make inroads on provincial revenues. 


Sales of cigarettes, now taxed at $6 per 
thousand, have increased very rapidly despite 
war-time increases in excise duties of 50 per 
cent. It is proposed, therefore, to amend the 
Special War Revenue Act to provide for an 
additional excise tax of one cent for each five 
cigarettes or fraction thereof contained in any 
package. Relative to cigarettes, smoking 
tobacco has been less highly taxed. While not 
seeking to equalize the rates, I propose an 
additional tax of one cent per ounce on manu- 
factured tobacco. It will be recommended 
further that the rate on raw leaf tobacco be 
raised from 10 to 20 cents a pound. It will 
be recommended also that the tax on cigars 
be increased by 25 per cent, the tax on 
cigarette papers be increased from 5 cents to 
6 cents per 100 and that on cigarette tubes 
be raised from 10 cents to 12 cents per 
hundred. It is estimated that these increases 
on tobacco, in its various forms and uses, will 
produce additional revenue of $17,205,000 in 
the fiscal year and $22,950,000 in the full year. 

I shall recommend’ that a number of excise 
taxes be increased and that some new taxes be 
imposed. The increases proposed are briefly 
as follows: On soft drinks, of which the 
supply is at present inadequate to meet the 
demand, a specific tax of 1 cent a bottle in 
addition to, the present 25 per cent tax; on 
carbonic acid gas, a corresponding increase 
from 25 cents to 50 cents a pound; on playing 
cards, an increase from 15 cents to 20 cents 
a pack; on passenger transportation, a rise 
from 10 per cent to 15 per cent with the 
exemption limit raised from 50 to 75 cents; 
on berths, from 10 per cent to 15 per cent 
with a minimum tax of 35 cents, and on 
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parlour-car seats, from 10 cents to 15 cents; 
on long distance telephone calls an advance 
from 10 per cent to 15 per cent with a corre- 
sponding adjustment of the rates on pay- 
station calls, the maximum tax being limited 
to 75 cents; and on telegrams, cables and 
radiograms an increase from 5 cents to 7 
cents per message. On furs, which are at 
present subject to sales tax at 12 per cent, 
it is proposed to advance the rate to 25 per 
cent and change the form of tax from a 
sales tax to an excise tax, 

I shall propose new excise taxes to be 
levied, at the manufacturer’s level, on candy 
and chewing gum at a rate of 30 per cent 
and photographic films and plates, except for 
industrial and professional use, at the rate 
now imposed on cameras, 25 per cent. I 
shall further recommend a new tax of 25 
cents per month on telephone extensions in 
private households. The treasury will be 
glad to have the revenue but, if anyone 
chooses to discontinue their use of such 
extensions, the telephone companies will be 
glad to have the instruments. 


It was my opinion, at the time of the last 
budget, that expenditures in dance halls and 
cabarets were a proper occasion for taxation, 
but I was unable at that time to find a 
suitable formula. I shall recommend that a 
tax of 20 per cent be collected on all expen- 
ditures in dance halls, night clubs, cabarets 
and other such establishments which combine 
any two of the following features: provision 
for dancing by the patrons, the sale of alco- 
holic beverages, the offering of musical or 
other entertainment by paid performers. This 
tax is to be payable by excise stamps affixed 
to the bill or account which must be ren- 
dered by the proprietor to the patron. It is 
proposed that this tax take effect on July 1 
next. 

I shall recommend also that excise taxes be 
levied on the retail purchases of certain 
luxury articles. The tax of 25 per cent of 
the retail price is to be accounted for by 
the affixing of excise stamps to the bill, cash 
slip or the article itself. The articles, on the 
retail price of which it is recommended that 
this tax be applied, are (1) articles of per- 
sonal luggage, brief cases, jewel cases, purses, 
handbags, sports bags, etc., with an exemption 
of articles selling for $1 or less; (2) diamonds, 
jewellery and imitation jewellery and all 
goldsmiths’ and silversmiths’ products, arti- 
cles of ivory, jet, amber, mother-of-pearl, 
etc., with exemption of articles selling for 
50 cents or less; (3) articles of cut glass or 
erystal, articles selling for 50 cents or less 
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being exempt; (4) articles of china, porcelain, 
stoneware, etc., except such articles for use in 
the preparation or serving of food or drink, 
the 50 cent exemption also applying to this 
category; (5) clocks and watches; (6) ash 
trays, tobacco pipes, cigar and _ cigarette 
holders, and cigarette rolling devices and 
other smokers’ accessories; (7) fountain pens, 
propelling pencils, desk sets and desk acces- 
sories. In respect of the last three groups 
_of articles the tax will not apply to articles 
selling for $1 or less. 


I am sure that the house will agree that 
these excise taxes will fall on articles which 
it is not essential to purchase in war time 
and that they will fall almost wholly on 
persons who make unnecessary expenditures, 
and thus give evidence that they are in a 
position to contribute to the revenues of the 
country. I expect that the increases in 
excise taxes will produce additional revenue 
in the fiscal year of $20,995,000 and $28,025,000 
in the full year. 


In the case of taxes on commodities and 
services which are levied on the retail price 
and paid by the consumer or patron when his 
bill is paid, the tax will be stated separately 
from the price and will be deemed not to be 
part of the price for the purposes of the 
maximum prices regulations. Of the commo- 
dities on which new or increased taxes are 
assessed on the manufacturers’ price it may be 
noted that furs are exempt from the maxi- 
mum prices regulations, as are also sales of 
alcoholic beverages by provincial liquor 
boards. The other commodities affected are 
subject to the maximum prices regulations, 
viz., alcoholic beverages sold otherwise, cigar- 
ettes and tobacco, cigarette papers and tubes, 
candy and chewing gum, photographic films and 
plates, soft drinks and playing cards. On 
cigarettes and tobacco, the new taxes are 
separately stated and will be so indicated by 
stamps on the packages. The tax will not 
be considered part of the price for purposes 
of the maximum prices regulations. In respect 
of the other commodities, the wartime prices 
and trade board will permit such adjustments 
as are necessary and equitable. 


Expenditures on one commodity and one 
service affected by tax increases, ° cigarettes 
and passenger transportation, are included 
in the Dominion Bureau of Statistics cost of 
living index. That index has since the insti- 
tution of price and income control acquired 
an importance which it did not previously 
have. It is calculated by precisely the same 
methods that have been used since its incep- 
tion. No considerations of policy or expedi- 
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ency can be permitted to affect it. However, 
these tax increases will be separately stated 
and clearly identifiable as taxes on the con- 
sumer. I propose that in the case of cigar- 
ettes which, desirable as they may be in 
other circumstances, are clearly not neces- 
saries of life for the population as a whole, 
the new tax shall not be deemed part of 
the price for the calculation of the cost of 
living index. 2 

In announcing the offer to provincial gov- 
ernments regarding tax agreements last year, 
I stated that if certain taxes were given up 
by the provinces it was possible that the 
dominion, in order to prevent certain classes 
of companies from benefiting by the change, 
might impose special taxes in these directions. 
On reviewing the situation, it has been de- 
cided to levy a tax of 2 per cent on premiums 
paid on life, fire and casualty insurance, in 
addition to the taxes we at present Impose 
which are confined to fire and casualty insur- 
ance. In the case of other classes of com- 
panies it was found that the increase in 
dominion taxes on profits more than offset 
the special taxes which they had been paying 
to the provinces and accordingly no special 
taxes by the dominion are necessary. Since 
the taxes collected in this fiscal year will cover 
both 1941 and 1942 the revenue in the fiscal 
year should be $13 million or double the 
annual yield. 

The changes proposed in the customs tariff 
provide for a number of tariff reductions and 
amend the wording of several items to facili- 
tate administration. The resolutions about 
to be tabled affect twenty-five items and also 
provide for increased additional duties on 
The changes 
being made in these additional duties equalize 
the increases being made on the same com- 
modities under the Excise Act. The existing 
excise duty on beer is being removed from 
the schedule to the Excise Act and replaced 
by a gallonage tax in the customs tariff. 

New duty free items are being provided to 
cover machinery and apparatus for operating 
oil sands by mining operations and for extract- 
ing oil from the sands so mined, fuel injection 
pumps and nozzles for diesel and semi-diesel 
engines, magnesium scrap and crude cotton 
seed oil for canning fish. 


Additions to existing items provide for 
reduced rates on semi-finished piston castings 
of any material, parts of saggers, glass tubing 
for use in the manufacture of vials and am- 
poules, especially designed pins for marking 
systems, unbraided wick for the manufacture 
of wax candles or tapers, belting, non-elastic 
woven fabrics for the manufacture of abdom- 
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inal supporters and spinal braces, mouthpieces 
and wood bowls for the manufacture of 
tobacco pipes. 

The wording is being amended to facilitate 
the administration of the items covering parts 
for use in the manufacture of motor trucks, 
motor buses, motor truck bodies, motor bus 
bodies, prepared or preserved vegetables, 
blended orange and grapefruit juice, silicate of 
soda and resin or rosin. 
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This completes the tax changes which I am 
recommending and I shall put on Hansard two 
tables, one showing the estimated increases in 
revenue which are expected in the remainder 
of this fiscal year and in a full year from the 
new and increased taxes, and the other show- 
ing the full revenue estimates for the present 
fiscal year after giving effect to all the changes 
and tax rates and time of payment: 


Yields from Proposed Changes in Taxation 


Balance of 
current fiscal 


Full year year 1942-43 
Increased yields from changes in existing taxes— 

LOTEON SL 1 N00tOG « LOE donnie dimen tan tails ae Sie CEs ee, Bee $115,000,000 $ 45,000,000* 
rate ee ase 2 cee te Ay te bat cetera cas beds | 105,000,000* 
Mae er TONS TE Ue. cre re ee cea a ces ao bos odode bee ok te 58,000,000 165,000,000* 
PAniranien Prem ann: Gee ea SG cc iti ae en 6,500,000 13,000,000t 

Excise Duties— 
SEAT SUS ME PRT EC) |S ay Oe a,” SU nee eee ee 6,000,000 4,500,000 
AMM tas MTR ra Ne a te <a ORES avegore coi ¢ tae &alerorete atke oa, acetone cee nierele 9,000,000 6,700,000 
Mare Syrad and eer es . CaaS T A ARSE. hae sen Re. oh 200,000 150,000 
Tobacco: (raw ileal este ticedk y, SEES thew... og ccn > mobs tie con 350,000 260,000 


Excise Taxes— 


$ 15,550,000 


$ 11,610,000 


Wiis ft MLL. DOPHRION . OLEi, ANE), . . «ch ad and tire $ 400,000 $ 300,000 
Sat et aks St calla sheath = ots © «Sails a+ « #.caeee a Pe ee 17,600,000 13,200,000 
Debates elmannl aclaved jae ¢ ha. seeks os des « Rae «ae oe 4,000,000 3,000,000 
TO gelcge lg pagina Cartas AE WENE 5p peg beck As MM 9 ABR SR) 2S Be 100,000 75,000 
Wigarette Papers and Taubes 27 Ve ive0s ins 0. Sa a Bhi 900,000 670,000 
oie Parinilsas ocd wees . BAIL. . sorts: . - eka BE Ye) 5,000,000 3,750,000 
Darin iecarul (ag... coke Gh Lee. <a 5 ut slau oa © igs «Let oe 300,000 225,000 
aie CRTs cup > eerie a oF ate aes, ca lernpe' tng 6 CON Dg aly eee WEE 100,000 75,000 
Passenver” Tratisportation. /PPr eis... « Sait S42 ee. Se 3,000,000 2,250,000 
Berthy ani ParlorvGar Beatles ies Basie « . sre wile oes 5 be oie 500,000 375,000 
hone Distanve elem nane hagas biicis bevtagh + » sends eeepc + 8S 900,000 670,000 
RRS AATEC Ek ON ic re Oe aos 5ol.ada, 9's 870! wins MR wag Oh 250,000 190,000 
PEA OP eee EOE EL OT Ee One Ces et ee co mdieyht oni aa lemere 750,000 560,000 


Yields from New Excise Taxes— 


$ 33,800,000 


$ 25,340,000 


Latin re OW INS ME cae ge ee ara Aes < onsen» Rilo » Sy vt $ 7,000,000 $ 5,250,000 

Pilmis AGG Ee otOcrapnic MUDDIIES. .. pes eee ce cee e sb wend Sats 350,000 260,000 

TRIBPHONE “TOKLCHSTODE, Vt oo U5 ot Soh buloe te oh no Fee eB eee heals 125,000 90,000 

Cihberetes Dante Halley ected ei isis ad Sie... RDU DIL oe 2,000,000 1,500,000 

Stamp Tax on— 

RE ha hale ten is Espa tisanibhtip ate ate av ie $1,500,000 
PEWELLETY, WIOCKE, VW ALCOES. Ooo. cass as oes + wp 5,000,000 
CmtoG lddatandGhinwats A606 Ale fas)... 750,000 
Ash Trays, Pipes, Fountain Pens, Pencils, etc... 500,000 

7,750,000 5,800,000 

$ 17,225,000 $ 12,900,000 

OEE Lk a le a tly fe. SAMs eels Oe gna OMe Pen HP $246,075,000 $377 ,850,000 


* These estimates for the balance of the current fiscal year include substantial effects of 
proposed changes in the time and method of payment. 

+ Two years revenue will be collected in the balance of the current fiscal year, the proposed 
rate increases being retroactive to January 1, 1941. 
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Forecast of Total Ordinary Revenue for Fiscal Year 1942-43 


Increase in revenue Total 
Revenue from resulting from ordinary 
existing taxes budget proposals revenue 
SPRGEOINAS CITGIOCMiy Ge Via cst 3 sss tamer oe $ 135,000,000 ee 135,000,000 
HOMO TSO) “CU URON se L's bc ete eee < cteew v'w whale sists w eros 123,000,000 $ 11,610,000 134,610,000 
EEE Uy Oy ae OO, TRE ee re ame 218,000,000 SaRy 218,000,000 
Wir ORC aGE: GAS) ae 5 0 6s ct sagas pate as 95,000,000 give 95,000,000 
Soclier xine CAXCE cee ce che he ce cate ee ae 85,000,000 38,240,000 123,240,000 
pyar taxes— ee 
CSRS foraii hee PR ES pert CURCIC DRS Suuns cneue ,000, 

National Gcetence EBX... c. ccs cscccuc acu say Moree 45,000,000 435,000,000 

Cae POD AION. fee cheese ais oes wae selene 200,000,000 105,000,000 305,000,000 

Peterest and ‘Gividends... 2... + seus ss 04 eee 28,000,000 ae 28,000,000 
Poexcess profits tax... de tamnceie seis cme 275,000,000 165,000,000 440,000,000 
PCCERBIONCOUCICR 6 ho Res alae sa clone brs wus ae 15,000,000 oi 15,000,000 
IMI SCOMATICOUS “CAKCS so owisis @ivis clene' slots eusnle eels 2,600,000 13,000,000 15,600,000 
UVM EA POVCTIUC. 5 cS iis o's + dinlee dis egreinp Wee $ 1,566,600,000 $ 377,850,000 $ 1,944,450,000 
POUT Re CE VCRUGC.s cc 'scc s3 4 cscs as erste ues 105,000,000 MOK 105,000,000 

Tota] ordinary revenue..'......0..eee0+s $ 1,671,600,000 $ 377,850,000 $ 2,049,450,000 

CONCLUSION No great fraction of this can be provided by 


If our estimates of the yields of new and 
increased taxes during the balance of the cur- 
rent fiscal year are reasonably correct, the 
dominion’s total revenues for 1942-43 should be 
approximately $2,050 million. With expendi- 
tures of $3,900 million, this leaves a budgetary 
deficit of $1,850 million which will have to be 
covered by borrowing. On these estimates, we 
shall have paid somewhat more than 52 per 
cent of our expenditures out of revenue. 

The enactment of the budget proposals will 
provide for the collection in 1942-43 of addi- 
tional sums to be refunded after the war and 
which it is estimated will amount to $95 
million. 

This will leave for other methods of finan- 
cing $1,755 million. I shall put a brief tabular 
statement on Hansard to summarize these 
calculations in convenient form: 


Fiscal Year 1942-43 


Estimated total expenditure...... $3,900,000,000 
Estimated ordinary revenue...... 2,050,000,000 
Budgetary deficit. “a0 S90e 6. 1,850,000,000 
Estimated refundable taxes...... 95,000,000 


Amount to be met by decline in 


cash and by borrowing........ 1,755,000,000 


After making full allowance for some reduc- 
tion in our cash balances which were unusually 
large at the beginning of this year, for moneys 
available for investment from the Unemploy- 
ment Insurance Fund and other special govern- 
ment accounts and for subscriptions from in- 
surance and trust companies and other cor- 
porate investors, it is apparent that the balance 
which should be provided by individual pur- 
chases of war savings certificates and bonds is 


very large, perhaps as much as two-thirds of 
the total. 


individuals with incomes of more than $3,000 
or $4,000. Individually they must do their 
share but the total of their subscriptions will 
be limited by the smallness of their numbers. 
It must be provided by people of lower in- 
comes especially those in families whose in- 
comes have increased during the war. 

Now, the house will understand what I 
meant when I said that I was not proposing 
to substitute compulsory savings for voluntary 
savings. The refundable tax and other pro- 
visions which I am recommending are merely 
to equalize the base from which voluntary 
savings start. Subscriptions to victory loans 
and war savings certificates indicate that the 
current savings of individuals for the purchase 


‘of government securities are certainly not in 


excess of $12 million a week and may be 
somewhat lower. Over and above the higher 
taxes, over and above the minimum savings 
requirement, these current savings must not 
only be increased; they must be increased 
greatly if we are to finance this war the sane 
and the equitable way, if those of us who are 
not in armed forces are to demonstrate that, 
as a democracy, we are capable of meeting the 
stern tests of war as we expect those who dare 
physical destruction to meet far sterner tests. 

Will this mean a reduction in our standard 
of living? Certainly. The war will not be won 
by disputing as to whether labour or agricul- 
ture or employer or employee should get a 
larger share of a swollen national income. It 
will be won, not alone by the valour of fighting 
forces and the skill of generals but by the 
willingness of the people at home to make 
necessary sacrifices—willingness to make those 
sacrifices first and not after all other groups 
have made them. 


I am asking that there should be by every 
individual the most rigorous economy. Every 
dollar we spend means that someone is work- 
ing for us. Let us not spend it if that someone 
might instead be working for victory. I am 
not asking that anyone’s standard of living 
should be reduced below the level of personal 
efficiency and decency. I am asking that it 
should be no higher than that level. Let us 
compete with our neighbours, in saving, not 
spending; in making shift with what clothing 
and house furnishings we have, not in buying 
more; in hard work and plain and thrifty 
hving. 

All this has an immediate and necessary 
purpose. All the equipment, materials and 
labour that we can possibly spare must be used 
in this bitter conflict for victory. It has a 
further purpose which gives hope for the 
future. The savings that we make now will 
be available after the war. We can then 
replenish our wardrobes and build our houses 
and take more leisure, knowing that not only 
will we be increasing the comfort and vitality 
of our families but providing work and pay 
for thousands of people who will come out of 
the armed services and war-industries and earn 
their livelihoods once more in civilian indus- 
try. By all means let us have a new world 
after the war. It will not come from speeches 
and laws. We must work and save for it and 
for victory now. 

The National War Finance Committee is 
engaged in the development of ‘an organization 
in each province which will undertake a con- 
tinuous campaign for the regular sale of bonds, 
war savings cerificates and stamps to the public 
throughout the entire year, supplemented 
from time to time, by special campaigns. I 
bespeak for them every dollar of savings that 
can be made and the active help of everyone 
in their campaign. 

I should like to say a word to the business 
men who operate large and small businesses 
throughout this country. A big part of the 
earnings of business must during the war flow 
into the treasury. That is not because it is 
government policy to penalize business enter- 
prise but because so large a part of all our 
incomes and all our work must go to winning 
this war. I realize fully that where most of 
the profits are absorbed by taxes it is difficult 
to be as vigilant in watching costs as when 
$1 of expense saved is $1 added to profits 
and the mark of a well-run business. Never- 
theless it is imperative that business men 
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should be vigilant also in the national interest. 
Let no one have it on his conscience that he 
took man-power for unnecessary work, that 
he permitted cost increases which could have 
been avoided. For business too there is a 
longer view. Industry is going through a 
tremendous conversion to war production. 
When victory is achieved, it will have another 
great job of conversion to do. It must be 
prepared to serve again the civilian popula- 
tion, perhaps with many new and different 
products. It is the business interest and the 
nation’s interest that men of business come 
to that task with costs that have been kept 
rigorously under control and with funds avail- 
able for reequipping and restocking their 
plants and shops. The refundable portion of 
the excess profits tax will be available for 
that adjustment but it will be of less than its 
full value if business ends the war with highly 
inflated costs. 

This, Mr. Speaker, concludes my presenta- 
tion of the budget. The proposed tax increases 
are substantial and severe. They are imposed 
on the assumption that Canadians appreciate 
the critical gravity of recent events and the 
necessity of making a supreme effort in the 
present year. A few weeks ago, the atmo- 
sphere was surcharged with optimism which 
in many of its manifestations was almost light- 
hearted. The war would be over by January : 
the tide had turned; Germany was facing 
internal collapse; Japan had overextended 
herself; Italy was a joke; and so forth. More 
and more Canadians were putting forward 
demands for their own material betterments, 
and increasing numbers were transferring their 
interest from war to post-war problems, 

The events of the last few days must surely 
have had a sobering effect. This is no time 
for airy overconfidence. Events in China, 
events in the Ukraine, events in the Crimea, 
events in Libya—do not these convince us 
that the war may not be won this year, may 
not be won for many years? It was not 
recklessly that Germany and Japan brought 
the United States into the war, as they did. 
What foolish statements we have made! Not 
long ago, how often was it said that Hitler 
was a madman, irrationally running headlong 
to destruction, that Japan was committing 
hara-kiri! Alas, there seems to have been 
nothing irrational—certainly nothing inten- 
tionally suicidal about the plans of our 
enemies. These aggressor nations prodded 
the United States into the war because they 


24 


were convinced that they could, nevertheless, 
win—win in 1942. Do Canadians realize how 
critical the situation is at this moment in 
Russia, in China, and in the middle east, and 
how critical it may be elsewhere before long? 
I believe that now they do and that their 
individual desires for gain, and ease, and 
advantage are submerged in the nation’s will 
to win. In this belief, I present this budget 
to the house and to the Canadian people. 


RESOLUTIONS 


Mr. Speaker, I desire to give notice that 
when we are in committee of ways and means 
I shall move the following resolutions: 


INCOME WAR TAX ACT 


Resolved, that it is expedient to amend the 
/Income War Tax Act and to provide: 


1. That the rates of tax applicable to persons 
other than-corporations and joint stock com- 
panies shall be increased to the rates set forth 
in the following schedule: 


A. Rates of tax applicable to persons other than 
corporations and joint stock companies: 


I. Normal tax— 
(1) In the case of 
(a) a married person, 


(b) a widow or widower with a son or 
daughter under eighteen years of age and 
- wholly dependent upon such taxpayer for 
support, or a son or daughter eighteen years 
of age or over and dependent on account of 
mental or physical infirmity, or a son or 
daughter under twenty-one years of age who 
is dependent upon such parent for support 
on proof that such child is a student at 
secondary school, university, or other educa- 
tional institution; 


(c) an individual, other than a married 
person, who maintains a_ self-contained 
domestic establishment and who actually sup- 
ports therein a person wholly dependent upon 
him and connected with him by blood rela- 
tionship, marriage or adoption; 

(d) a minister or clergyman, other than a 
married person, in charge of a diocese, parish 
or congregation, whose duties require him to 
maintain at his own and sole expense, a self- 
contained domestic establishment and who 
employs therein on full time a housekeeper 
or servant; 


Provided, in the case of (a), the spouse, and in 
ease of (b), the said dependent, is resident in 
Canada or in any other part of the territory 
of the British Commonwealth of Nations, or in 
a country contiguous to Canada, or is a national 
or citizen of a country allied with Canada in 
the present war and is prevented from entry 
into Canada due to the exigencies of the war, 
or is legally debarred from entry into Canada; 


Seven per centum of the income, if the income 
exceeds $1,200 per year; 
And in the case of 


(e) a husband and wife having each a 
separate income, 


Seven per centum of the income of each, if 
the income of each exceeds $660 per year; 
And in the case of 
({) a single person, or 
(g) a married person whose spouse is not 
resident in Canada or in any other part of 
the territory of the British Commonwealth 


of Nations, or in a country contiguous to 


Canada or in a country allied with Canada 
in the present war, or whose spouse is not 
legally debarred from entry into Canada, 

Seven per centum of the income, if the 
income exceeds $660 but does not exceed $1,800 
per year; 

Eight per centum of the income, if the 
income exceeds $1,800 but does not exceed 
$3,000 per year; and 

Nine per centum of the income, if the income 
exceeds $3,000 per year. 


And in the case of 

(h) Estates having income taxable as 
provided by subsections 2 and 4 of section 11] 
of this act; 
Nine per centum of the income. 


(2) From the Normal Tax there shall be 
allowed a deduction of $28 for the year 1942 
and for each year thereafter for each of the 
following persons who is resident in Canada 
or in any other part of the territory of the 
British Commonwealth of. Nations or in a coun- 
try contiguous to. Canada or in a _ coun- 
try allied with Canada in the present war or 
who is legally debarred from entry into Canada, 
and wholly dependent upon the taxpayer for 
support, namely 

(i) a child, grandchild, brother or sister 
of the taxpayer under eighteen years of age, 
or if eighteen years of age or over, is wholly 
dependent on account of mental or physical 
infirmity, or under twenty-one years of age 

on proof that such child is a student at a 

secondary school, university or other educa- 

tional institution; 

(ii) a parent or grandparent of a tax- 
payer, wholly dependent on account of mental 
or physical infirmity; 


(iii) a child under eighteen years of age 


maintained by the taxpayer in Canada under 
a cooperative scheme sponsored by the gov- 
ernments of the United Kingdom and of 
Canada or any of the provinces of Canada, 
for children brought from the United King- 
dom under a government plan, or under 
twenty-one years of age, and likewise main- 
tained, upon proof that such child is a 
student at a secondary school, university or 
other educational institution; 


except one such dependent provided for in (b) 
and (c) of subparagraph (1) hereof; 

(3) If the tax exigible under the Normal Tax 
should cause the income of a single person or a 
husband or a wife to be reduced below the 
amount of $660 or in the case of those persons 
referred to in (a), (b), (ce) and (d) of sub- 
paragraph (1) hereof, below $1,200, then to 
the extent that it would so reduce the income 
of the taxpayer, such tax shall not be payable. 
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o II. Graduated Rates of Tax: provided, however, that such refund shall 


_ In addition to the Normal Tax there shall be 
imposed in respect of the income above the 
exemption hereinafter provided, the following: 
On the first $500 of income or any portion 
thereof, 30 per centum per annum, or 
$150 upon the income of $500; and 33 per 
centum upon the amount by which the income 
exceeds $500 and does not exceed $1,000; or 
$315 upon income of $1,000; and 387 per 
centum upon the amount by which the income 
exceeds $1,000 and does not exceed $2,000; or 
$685 upon income of $2,000; and 41 per 
centum upon the amount by which the income 
exceeds $2,000 and does not exceed $3,500; or - 
$1,300 upon income of $3,500; and 45 per 
centum upon the amount by which the income 
exceeds $3,500 and does not exceed $5,000; or 


$1,975 upon income of $5,000; and 50 per 


centum upon the amount by which the income 


exceeds $5,000 and does not exceed $8,000; or 
$3,475 upon income of $8,000; and 55 per 
centum upon the amount by which the income 
exceeds $8,000 and does not exceed $13,000; or 
$6,225 upon income of $13,000; and 60 per 
centum upon the amount by which the income 
exceeds $13,000 and does not exceed $20,000; or 
$10,425 upon income of $20,000; and 65 per 
centum upon the amount by which the income 
exceeds $20,000 and does not exceed $30,000; or 
$16,925 upon income of $30,000; and 70 per 
centum upon the amount by which the income 
exceeds $30,000 and does not exceed $50,000; or 
$30,925 upon income of $50,000; and 75 per 
centum upon the amount by which the income 
exceeds $50,000 and does not exceed $70,000; or 
$45,925 upon income of $70,000; and 80 per 
centum upon the amount by which the income 
exceeds $70,000 and does not exceed $100,000; or 
$69,925 upon income of $100,000; and 85 per 
centum upon the amount by which the income 
exceeds $100,000. 


\ /2. That the exemptions of $1,500 and $750 
shall be reduced for the purposes of the 
Graduated Rates to $660 for all persons; 


3. That a married person, or a person hereto- 
fore entitled to an exemption equivalent to that 
of a married person, shall be allowed as a 
deduction from the tax payable under the 
Graduated Rates, an amount of $150; 


4. That in lieu of the deduction of $400 
from income for each dependent child or 
grandchild there shall be allowed a deduction 
of $80 from the tax payable under the Gradu- 
ated Rates; 


5. That a deduction from the tax payable 
under the Graduated Rates be allowed a tax- 
payer to the extent of 20 per centum of the 
amount actually contributed for the support 
of a dependent parent or grandparent, or a 
brother or sister under eighteen years of age 
or eighteen years of age or over and dependent 
on account of mental or physical infirmity, or 
under twenty-one years of age, upon proof 
that such brother or sister is a student at a 
secondary school, university or other educational 
institution: provided that the maximum credit 
hérein shall not exceed $80; 

6. That one-half of the total taxes payable 
by a taxpayer under the Normal Rate of tax 
and the Graduated Rates of tax shall be refund- 
able to a taxpayer 


not exceed 


8 per centum of the income of a single 
person, or $800, whichever is the lesser; or 

10 per centum of the income of a married 
person, or $1,000, whichever is the lesser; 
plus 

1 per centum of the taxpayer’s income for 


each dependent, or $100, whichever is the 
lesser ; 


7. (1) That the total taxes payable by any 
taxpayer under the Normal Rate of tax and the 
Graduated Rates of tax shall be reduced by 
the amount paid by the taxpayer in respect of 

(a) payments into any approved  super- 
annuation, retirement or pension fund or 
plan, paid as a term of employment and not 
repayable during the continuance of such 
employment; 

_ (b) premiums on life insurance policies 

in force prior to the twenty-third day of 

June, 1942; 

(c) principal payments on a mortgage on 
one residential property, provided such 
mortgage was registered and in effect prior 
to the twenty-third day of June, 1942; 


Provided, however, that such reductions shall 
not exceed the amount of the refundable por- 
tion of the tax as provided for in resolution 6 
above; and the said refundable portion shall 
be reduced accordingly; 

_(2) That in the case of a taxpayer over 
sixty-five years of age with income less than 
three thousand dollars, the total taxes payable 
under the Normal Rate of tax and the Graduated 
Rates of tax shall be reduced by the refundable 
portion of the tax as provided for in resolution 
6 above, and the said refundable portion shall 
be eliminated accordingly; 

\A. That the refundable portion of any tax 
exigible under any enactment founded on these 
resolutions shall be repaid to the taxpayer or 
to his legal representatives, after the cessation 
of hostilities between Canada and Germany, 
Italy and Japan, and in the following manner: 
The refundable portion of the tax in respect 
of income of 1942 shall be repaid at such times 
and in such instalments as the Governor in 
Council may determine but not later than the 
end of the second fiscal period of the govern- 
ment commencing after the said cessation of 
hostilities; the refundable portion of the tax 
in respect of the income of 1943 shall be repaid 
at such times and in such instalments as the 
Governor in Council may determine but not 
later than the: end of the third fiscal year of 
the government commencing after the said 
cessation of hostilities and so on in respect of 
the refundable portion of the tax on income of 
successive years. 

The date of the cessation of hostilities shall 
be deemed to be the date of a proclamation 
issued under the authority of the Governor in 
Council declaring that, for the purposes of the 
iy 44 refund, the war no longer exists. 


49. That the refundable portion of any tax 
paid by the taxpayer in the twelve months pre- 
ceding the first day of September in any year 
shall bear interest at the rate of 2 per cent 
from that date and shall be payable when the 
refundable portion is repaid; 
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10. That where, under any existing or future 
contract or arrangement, a capital or prin- 
cipal sum is payable by instalments or other- 
wise, without providing for interest, or with 
interest at a nominal rate only, the Minister in 
his sole discretion may by regulation or other- 
wise determine what part of the capital pay- 
ment represents interest, which shall be deemed 
to be income for the purposes of this act; 


11. That where any royalty company, associa- 
tion, or other body is organized for the pur- 
pose of drilling for and operating oil or gas 
wells whereby the production belongs not to 
the company but to the investors in the 
property, the production shall be deemed to be 
for and on behalf of the company and _ the 
income of the company shall be deemed to 
include the proceeds secured from the sale of 
the said oil or gas, less necessary expenses; 


12. That any pension granted to any member 
of His Majesty’s military, naval or air forces 
or to any member of the military, naval or 
air forces of His Majesty’s allies, for any 
disability suffered on active war service by 
the pensioner or any pension granted to any 
dependent relative of any person who was killed 
or suffered any disability while on active war 
service in the said forces, shall be exempt from 
taxation; 


13. That any amount received as compensa- 
tion, other than compensation for loss of time, 
under any Workmen’s Compensation legislation 
of any of the provinces of Canada in respect 
of any injury or disability incurred or in 
respect of any death, shall be exempt from 
taxation; 


14. That any employer may deduct as an 
expense an amount up to 5 per centum of his 
pay roll, under limitations to be prescribed, 
paid as contributions to any employees’ super- 
annuation or pension fund or plan, excluding 
therefrom, however, portions in respect of 
salaries over $6,000 per annum; 


15. That a taxpayer shall be allowed a deduc- 
tion from income in respect of medical ex- 
penses in excess of 5 per centum of the income 
of such taxpayer, incurred and paid by such 
taxpayer in the taxation year, or paid in the 
taxation year and incurred within one year 
prior to the date of payment if such payment 
is made to any qualified medical practitioner, 
dentist, or nurse, registered under any Dominion 
or Provincial legislation or regulation, or public 
or provincially licensed private hospital, in 
respect of any birth in the family of, illness 
or operation upon, the taxpayer or his spouse, 
or any person dependent upon the taxpayer, 
in respect of whom the taxpayer would hereto- 
fore have been entitled to an exemption and 
if the said dependent is resident in Canada, 
provided that the allowance in any taxation 
year shal] not exceed the sum of 


(a) $400 in the case of a single person 
without dependents, or 


(b) $600 in the case of a married person 


or a person entitled to an equivalent allow- 
ance to that of a married person; plus 


$100 in respect of each additional person 
(not exceeding four) dependent upon the tax- 
payer for support; 


Provided, however, that the maximum de- 
duction hereunder shall not exceed $1,000; 


and provided further that the said amounts are 
substantiated by receipts and that such receipts 
are lodged with and at the time of filing the 
taxpayer’s income tax return; 


16. That the revenue losses in any business, 
of the immediately preceding year, may be 
allowed as a deduction. 


17. That contributions not exceeding $500 to 
any one registered prospecting syndicate search- 
ing for base metals or strategic minerals, but 
not exceeding $5,000 in the aggregate, and pay- 
ments not exceeding $5,000 by any corporation 
in respect of its own prospecting expenses for 
similar minerals, may be allowed as a deduction 
from the income of any taxpayer, provided that 
the tax saving under this act and the Excess 
Profits Tax Act, 1940, shall not exceed 40 per 
centum thereof in each case; 


18. That the deduction provided for by section 
7 of the said Act under which a taxpayer is 
entitled to deduct from tax the amount paid 
under part III of the Special War Revenue 
Act, be repealed; 


19. That salary and other periodic payments 
payable to non-residents of Canada who are 
residents of a country which imposes a tax of a 
similar nature shall be subject to a tax of 15 
per centum at the source; 


20. That the tax payable by all persons other 
than corporations shall be paid by quarterly 
instalments during the six months immediately 
prior to the close of the calendar year and 
the six months immediately subsequent to the 
close of the calendar year 


(a) as to the six months, July to December, 
one-quarter of the estimated tax on or before 
the 15th day of September and the 15th day of 
December each year, having regard to the 
previous year’s income and applying the current 
year’s rates, and 


(b) as to the six months, January to June, 
one-half of the tax (after deducting therefrom 
the previous two quarterly payments) on or 
before the 15th day of March and the 15th day 
of June each year, having regard to the income 
and applying the rates of the taxation year. 


This shall be applicable to the tax on income . 


of the calendar year 1942 and each year 
thereafter. 

Any additional tax found due over that esti- 
mated or declared by the taxpayer shall be 
paid immediately upon assessment, together with 
interest at 5 per centum after four months 
from the close of the calendar year. 


This instalment method of payment shall not 
apply to persons whose tax is being deducted 
at the source in respect of salary or wages, and 
whose salary or wage constitutes three-quarters 
or more of his income; 


21. That the tax payable by a corporation 
shall be paid by monthly instalments during the 
six months immediately prior to the close of 
its fiscal period and the six months immediately 
subsequent to the close of its fiscal period 
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(a) as to the first six months, one-twelfth of 
the estimated tax, having regard to the previous 
or anticipated current year’s income, applying 
the current year’s rates, and 


(b) as to the second six months, one-sixth of 
the tax after deducting therefrom the previous 
six months’ payments having regard to the 
income, and applying the rates of the taxation 
year. 

This shall be applicable to the tax on profits 
of fiscal periods ending on and after 3lst 
December, 1942. 

Any additional tax found due over that esti- 
mated or declared by the taxpayer shall be paid 
immediately upon assessment, together with 
interest at 5 per centum, after four monthg 
from the close of the fiscal period; 7 


22. That the schedule of rates of tax on gifts 
in section 88 of the said act be repealed and in 
lieu thereof there be substituted the following 
schedule, to apply to gifts made after June 23, 
1942: 


Per cent 
On gifts up to and including $5,000...... 10 
On gifts exceeding 
$ 5,000 but not exceeding $ 10,000... 11 
TE00 * = 2006023. = 12 
2D D0» Fis ff ¢ $0,000; 2. 13 
30,000 * “<5 “3 40,000... 14 
40,000. % 7‘ DD00 4.2 cLe 
HO000 9-4 % oa 75,000... 16 
7.000 ne LOOD002e 2 “i 
190.000 0 0” ba 150,000... 18 
1D 000.  <% iu 200,000... 19 
200,000 .%.. =. ig 250,000... . 20 
250,000' “ .* * 300,00002.0' 31 
B00,000° a 400,000... 22 
400,000 “ “ a 500,000... 23 
500,000 “ “ cj 600,000... 24 
600,000. “ .% ss Z00;000;5.%. 26 
FOOO0D sf °S ‘i 800,000... 26 
800,000 “ “ ES 1,000,000... 27 
Se oh AE LD teres Bhatt Links acre 28 


23. That provisions relating to the collection 
of National Defence Tax be repealed as of mid- 
night of the 3lst August, 1942; 


24. That commencing after the 3lst day of 
August, 1942, all dividends and _ registered 
interest paid by any debtor to residents of 
Canada shall be subject to a deduction at the 
source at the rate of 7 per centum; 


25. That commencing after the 3lst day of 
August, 1942, all salaries and wages paid by 
any employer to residents of, or persons em- 
ployed in, Canada shall be subject to a deduc- 
tion at the source of such portions of the taxes 
authorized herein as may be determined here- 
after by the Governor in Council; 


26. That any enactments founded on 

(a) Resolutions 1 to 15 inclusive, 20 and 21 
shall be applicable to the income of the 1942 
taxation period and fiscal periods ending 
therein and to all subsequent periods; 
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(b) Resolution 16 shall be applicable to the 
income of 1943 taxation period and _ fiscal 
periods ending therein and all _ subsequent 
periods; 

(c) Resolution 17 shall be applicable only to 
the income of the 1942 taxation period and 
fiscal periods ending therein; 

(d) Resolution 18 shall be applicable to the 
income of the 1941 taxation period and fiscal 
periods ending therein ‘and all _ subsequent 
periods; 

(e) Resolution 19 shall be deemed to have 
come into force on the 24th day of June, 1942, 
and shall be applicable to all payments made on 
and after the said date. 


EXCESS PROFITS TAX ACT 


Resolved, that it is expedient to introduce a 
measure to amend the Excess Profits Tax Act, 
1940, and to provide— 

1. That the rates of tax as set out in the 
Second Schedule to the said Act be repealed 
and the following substituted therefor: 

“First part— 

Ten per centum of the profits of corporations 
and joint stock companies and fifteen per 
centum of the profits of all persons other than 
corporations, before deduction therefrom of any 
tax paid thereon under the Income War Tax 
Act. 

“Second part— 

One hundred per centum of the excess profits. 
“Third part— 

Twelve per centum of profits of corporations 
and joint stock companies before deduction 


therefrom of any tax paid thereon under the 
Income War Tax Act.” 


2. That in computing the amount of excess 
profits subject to the tax of one hundred per 
centum, corporations be allowed to deduct such 
portion of the income tax and the tax payable 
under the Third Part of the Second Schedule to 
the Excess Profits Tax Act as the excess profits 
bear to the total profits, 


3. That the exemption from excess profits tax 
of corporations with profits not in excess of five 
thousand dollars be limited to an exemption 
from the tax under the First Part or the Second 
Part of the Second Schedule but that such 
corporations be subject to the tax under the 
Third Part of the Second Schedule, namely, a 
tax of twelve per centum of profits. 


4. That there shall be refunded to the 
taxpayer in accordance with paragraph five of 
these resolutions an amount equal to twenty 
per centum of the profits above the point at 
which the tax calculated under the First Part of 
the Second Schedule is equal to the tax calculated 
under the Second Part of the Second Schedule. 
provided that the said profits have been paid 
by way of taxes under the Income War Tax Act 
and the Excess Profits Tax Act, 1940, to the 
Receiver General of Canada. 

5. That the refundable portion of any tax 
exigible under any enactment founded on these 
resolutions shall be repaid to the taxpayer or 
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to his legal representatives, after the cessation 
of hostilities between Canada and Germany, 
Italy and Japan, and in the following manner: 
The refundable portion of the tax in respect of 
the profits of 1942 and fiscal periods ending 
therein shall be repaid at such times and in 
such instalments as the Governor in Council may 
determine but not later than the end of the 
second fiscal period of the Government com- 
mencing after the said cessation of hostilities: 
the refundable portion of the tax in respect of 
the profits of 1943 and fiscal periods ending 
therein shall be repaid at such times and in 
such instalments as the Governor in Council may 
determine but not later than the end of the 
third fiscal year of the Government commencing 
after the said cessation of hostilities and so on 
in respect of the refundable portion of the tax 
on the profits of successive years or fiscal 
periods. 

The date of the cessation of hostilities shall 
be deemed to be the date of a proclamation 
issued under the authority of the Governor in 
Council declaring that, for purposes of the said 
refund, the war no longer exists. 


6. That the tax payable by a corporation shall 
be paid by monthly instalments during the six 
months immediately prior to the close of its 
fiscal period and the six months immediately 
subsequent to the close of its fiscal period— 


(a) as to the first six months, one-twelfth 
of the estimated tax, having regard to the 
previous or anticipated current year’s income, 
applying the current year’s rates, and 


(b) as to the second six months, one-sixth of 
the tax (after deducting therefrom the previous 
six months’ payments) having regard to the 
income, and applying the rates of the taxation 
year; 


This shall be applicable to the tax on profits 
of fiscal periods ending on and after 3lst 
December, 1942. 


Any additional tax found due over that esti- 
mated or declared by the taxpayer shall be paid 
immediately upon assessment, together with 
interest at five per centum, after four months 
from the close of the fiscal period. 


7. That the definition of “standard profits” 
be amended to exclude therefrom dividends 
deemed to have been received under the pro- 


visions of section nineteen of the Income War 
axa Act: 


8. That if the Minister of National Revenue 
is satisfied that the taxpayer has not com- 
menced business prior to the second day of 
January, 1939, he shall direct that the standard 
profits be ascertained by the Board of Referees. 


9. That the revenue losses in any business of 
the immediately preceding year may be allowed 
as a deduction. 


10. That the income of any company derived 
from the production of base metals or strategic 
minerals shall be exempt from taxation here- 
under if the company first came into production 
during the period of three years commencing the 
first day of January, 1943, and such exemption 
shall extend to the income of the first three 
fiscal periods of twelve months each of any such 
company following commencement of such 
production. 


11. That any enactment founded upon (a) 
resolutions Nos. 1, 2, 3 and 4 shall apply to one- 


half of the profits of the calendar year 1942 and 
to the profits of all subsequent periods, provided 
that in the case of the fiscal period ending after 
June 30, 1942, and prior to December 31, 1942, 
the said enactment shall be applicable to that 
portion of the profits of any such fiscal period 
which the number of days therein after June 
30, 1942, bears to the total number of days of 
such fiscal period, (b) resolutions Nos. 7 and 8 
shall be deemed to have come into force at the 
commencement of the said Act, and (c) resolu- 
tion No. 9 shall apply to the profits of 1943 and 
fiscal periods ending therein. 


DOMINION SUCCESSION DUTY ACT 


Resolved, that it is expedient to introduce 
a measure to amend the Dominion Succession 
Duty Act and to provide— 


1. That superannuation benefits granted by 
the Dominion, the Provinces or any superannua- 
tion or pension fund or plan shall be subject 
to succession duty; 


2. That one-half of the estate may be given 
to charitable organizations in Canada free of 
succession duty; 


3. That the exemption in respect of gifts 
made prior to the 29th day of April, 1941, 
shall be allowed only in respect of gifts which 
are absolute and without any reservation of 
benefits to the donor; 


4. That officials of foreign countries accredited 
to Canada owning real estate in Canada for 
residential purposes, shall in respect of such 
residential prpeny be exempt from _ succes- 
sion duty, if the country they represent grants 
similar relief; 


5. That the proceeds of life insurance poli- 
cies, including annuity contracts, shall be 
exempt from duty if the deceased was domiciled 
outside of Canada at the time the contract 
was entered into and at the time of his death 
and further that the beneficiary also was 
resident outside of Canada at the time of the 
death of the deceased; 


6. (a) That executors be protected against 
court action by successors eta any interest 
in expectancy in the property of the deceased 
if the executor elects to pay the duty in respect 
thereof at the time of death and not at the 
time when the expectancy falls into posssesion. 


(b) That in order to secure payment of the 
duty a statutory lien be provided for in respect 
of any real or immovable property in Canada 
owned by any person who dies domiciled out- 
side of Canada. 


7. That executors be permitted to pay out, 
without the consent of the Minister, sums not 
in excess of— 


(1) $1,500 in the case of moneys payable 

(a) under any contract of insurance; 

(b) by any friendly society; or 

(c) under any superannuation or pension 
fund or plan. 
(2) $500 in the case of moneys payable 

(a) out of any bank account; or 


(b) out of any trust or loan company’s 
deposit account; or 


(c) in satisfaction of wages or salaries. 
8. That the foregoing resolutions shall apply 


from the commencement of the Dominion 
Succession Duty Act. 
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EXCISE ACT, 1934 


Resolved, that it is expedient to introduce a 
measure to amend the schedule to the Excise 
Act, 1934, and to provide: 


1. That the duty of excise on spirits distilled 
in Canada be increased from seven dollars to 
nine dollars per proof gallon, provided that 
duty paid spirits owned by any distiller at the 
close of business on the twenty-third day of 
June, one thousand nine hundred and forty-two 
shall be subject to the following additional duty 
of excise on every gallon of the strength of 
proof two dollars and so in proporton for any 
greater or less strength than the strength of 
proof and for any less quantity than a gallon. 


2. That the duty of excise on Canadian 
brandy be increased from six dollars to seven 
dollars per proof gallon, provided that duty 
paid Canadian brandy owned by any distiller 
at the close of business on the twenty-third of 
June, one thousand nine hundred and forty-two 
shall be subject to the following additional duty 
of excise on every gallon of the strength of 
proof one dollar and so in proportion for any 
greater or less strength than the strength of 
proof and for any less quantity than a gallon. 


3. That duty of excise on beer or malt liquor 
brewed in whole or in part from any substances 
other than malt be increased from thirty-five 
cents to forty-five cents per gallon. 


4. That the duty of excise on malt manu- 
factured or produced in Canada or imported 
be increased from twelve cents to sixteen 
cents per pound. 


5. That the duty of excise on malt syrup 
manufactured or produced in Canada be in- 
creased from eighteen cents to twenty-four 
cents per pound and malt syrup imported into 
Canada and entered for consumption be in- 
creased from thirty cents to forty cents per 
pound. 


6. That the duty of excise on Canadian raw 
leaf tobacco when sold for consumption be 
increased from ten cents to twenty cents per 
pound actual weight. 


7. That any enactment founded upon the 
foregoing resolution shall come into force on 
the twenty-fourth day of June, one thousand 
nine hundred and forty-two. 


SPECIAL WAR REVENUE ACT 


Resolved, that it is expedient to introduce a 
measure to amend the Special War Revenue Act 
and to provide: 


1. That the tax on telegraph despatches be 
increased from five cents to seven cents upon 
each despatch transmitted. 


2. That the tax on long distance telephone 
calls be increased from ten per cent of the 
charge made to fifteen per cent provided, how- 
ever, that upon long distance telephone calls 
made from any public pay station there shall 
be paid in lieu of the tax hereinbefore provided 
for, the sum of five cents for each such call 
for which a charge of more than fifteen cents 
and not more than forty-five cents is made, and 
five cents for each additional charge of thirty- 
five cents or any fraction of thirty-five cents; 
and provided further that the tax imposed shall 
in no case be greater than seventy-five cents 
on any one call. 
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3. That there shall be imposed, levied and 
collected an excise tax of twenty-five cents 
per month on each telephone extension in any 
dwelling house, apartment or other domestic 
establishment. 


4. That the tax on railway, vessel, bus and 
aircraft tickets or right of transportation be 
increased from ten per cent of the charge made 
to fifteen per cent; provided, however, that the 
said tax shall not apply on the charge for a 
ticket or right of transportation, if the regular 
one-way charge is seventy-five cents or less. 


5. That the tax on pullman or parlour-car 
seats be increased from ten cents to fifteen 
cents. 


6. That the tax on berths in sleeping cars 
or on other sleeping accommodation on railway 
trains be increased from ten per cent of the 
charge made to fifteen per cent; provided, 
however, that in no case shall the tax imposed 
be less than thirty-five cents, 


7. That the excise tax on cigarette paper be 
increased from five cents for each one hundred 
leaves or fraction thereof to six cents. 


8. That the excise tax on cigarette paper 
tubes be increased from ten cents for each one 
hundred cigarette paper tubes or fraction 
thereof to twelve cents. 


9. That there shall be imposed, levied and 
collected an excise tax of one cent for each 
five cigarettes or fraction of five cigarettes 
contained in any package of cigarettes manu- 
factured or imported into Canada. 


10. That there shall be imposed, levied and 
collected an excise tax of one cent per ounce 
actual weight or fraction thereof on manufac- 
tured tobacco of all descriptions, except cigars 
or cigarettes, manufactured or imported into 
Canada. 


11. That the excise tax on playing cards be 
increased from fifteen cents per pack to twenty 
cents per pack. 


12. That the excise tax on wines of all kinds, 
except sparkling wines, containing not more 
than forty per cent of proof spirit be increased 
from forty cents per gallon to fifty cents per 
gallon, and that the excise tax on champagne 
and all other sparkling wines be increased from 
two dollars per gallon to two dollars and fifty 
cents per gallon. 


13. That paragraph (a) of subsection four 
of section eighty-six of said Act is repealed 
and the following substituted therefor: 


“4, (a) There shall be imposed, levied and 
collected an excise tax of 25 per cent upon the 
current market value of all dressed and/or 
dyed furs,— 


(i) imported into Canada, payable by the 
importer or transferee who takes the goods 
out of bond for consumption at the time 
when the goods are imported or taken out of 
warehouse for consumption; or 

(ii) dressed and/or dyed in Canada, pay- 
able by the dresser or dyer at the time of 
delivery by him.” 


14. That there shall be imposed, levied and 
collected an excise tax of 20 per cent payable 
by excise stamps on any charge for admission, 
cover charge, charge for meals, refreshment 
service or merchandise, or otherwise, which is 
payable by a person attending any dance hall, 


night club, cabaret or similar place of enter- 
tainment which provides a combination of any 
two of the following features: 

dancing by patrons, 

sale of alcoholic beverages, 

entertainment by paid performers. 


15. That in addition to any other duty or 
tax which may be payable under the said Act, 
or any other statute, there shall be imposed, 
levied and collected from the consumer or user 
a retail purchase tax payable by excise stamps 
in respect of the goods mentioned in the 
Schedule hereunder, purchased or imported by 
the consumer or user, at the rate set opposite 
each item in the said Schedule, computed 
on the retail selling price, if the goods 
‘are purchased in Canada, and on a value 
which includes all other duties and taxes 
if the goods are imported by a consumer 
or user, provided that the said tax shall 
not apply to goods of which the total retail 
selling price or the total cost to the con- 
sumer or user is not in excess of one dollar, 
in the case of any item mentioned in sub- 
paragraphs 1, 2, 4, 7 and 8 of the said 
Schedule, or in excess of fifty cents in the case 
of any item mentioned in sub-paragraphs 3, 
5 and 6 of the said Schedule: 


1. Trunks; suitcases; bags and luggage of 
all kinds; purses; handbags; jewel cases; brief 
and catalogue cases; dressing and toilet cases; 
shopping bags, except paper bags; golf and 
other sports bags; all the foregoing - whether 
fitted or not, 25 per cent; 


2. Clocks and watches adapted to household 
or personal use, 25 per cent; 


3. Articles commonly or commercially known 
as jewellery, whether real or imitation, in- 
cluding diamonds and other precious or semi- 
precious stones for personal use or for 
adornment of the person; goldsmiths’ and 
silversmiths’ products including all gold, silver, 
chromium or other plated ware and pewter 
ware, 25 per cent; 


4. Articles of all kinds made in whole or 
in part of ivory, jet, amber, coral, mother of 
pearl, natural shells, tortoise shell, jade, onyx, 
lapis lazuli, or other semi-precious stones, 25 
per cent; 


5. Articles of cut glassware, crystal glass- 
ware, cut or not, etched glassware, metal 
decorated glassware or marble, twenty-five per 
cent; 


6. Articles of china, porcelain, earthenware, 
stoneware or other pottery ware, except articles 
for use in the preparation or serving of food or 
drink, twenty-five per cent; 


7. Ash trays; tobacco pipes; cigar and cigar- 
ette holders; cigarette rolling devices and other 
smokers’ accessories, not to include lighters, 
matches or tobacco, twenty-five per cent; 


8. Fountain pens; propelling pencils; desk 
sets and all other desk accessories, twenty-five 
per cent. 


16. That immediately after the word “cam- 
eras” in section five of Schedule I to the said 
Act, be added the following words: 


“photographic films and plates; projectors for 
slides, films or pictures; except those designed 
exclusively for industrial or professional 
photographers’ use, twenty-five per cent.” 


17. That section eight of said Schedule I to 
the said Act be repealed and the following sub- 
stituted therefor: 


“9. Beverages consisting of unfermented 
fruit juices (not including grape and other 
native fruit juices where at least ninety-five 
per cent of the products sold consist of pure 
juice of the fruit) and imitations thereof, 
carbonated beverages or aerated waters and 
all other compounded or mixed soft drinks, 
put up in bottles for sale, twenty-five per 
cent and one cent per bottle.” 


18. That the said Schedule I to the said Act 
is further amended by adding at the end thereof 
as Sections ten and eleven the following: 


“10. Chocolate, candy and_ confectionery 
which may be classed as candy or a substitute 
for candy, thirty per cent.” 


“11. Chewing gum, thirty per cent.” 


19. That the rate of excise tax on cigars 
mentioned in paragraphs (a) (b) (c) (d) and 
(e) of section one of Schedule II to this Act be 
increased by twenty-five per cent. 


20. That section two of the said Schedule II 
to the said Act be repealed and the following 
substituted therefor: 


“2. Sugar, etc.:— 


(a) Materials enumerated in customs tariff 
items 134, 135, 185a, 135b, one ‘and one-half 
cents per pound; 


(b) Materials enumerated in customs tariff 
items 139 (except glucose and grape sugar) 
140 (except molasses), two cents per pound; 


(c) Glucose and grape sugar (except when 
for use exclusively in the manufacture of 
leather and artificial silk), one cent per 
pound.” 


21. That the excise tax on carbonic acid gas 
and similar preparations to be used for aerating 
non-alcoholic beverages be increased from 
twenty-five cents per pound to fifty cents per 
pound. 


22. (1) That the tax imposed upon mutual 
companies authorized under the laws of the 
Dominion of Canada or of any Province thereof 
to transact the business of insurance, other 
than life insurance, on the premium deposit 
plan, and the tax on every exchange so author- 
ized shall be increased from two per centum 
to four per centum upon the net premiums 
received by it in Canada during the calendar 
year 1941 and each calendar year thereafter. 


(2) That the tax imposed upon mutual com- 
panies, other than those mentioned in  sub- 
paragraph (1) hereof, and upon associations of 
persons formed upon the plan known as Lloyds’, 
authorized under the laws of the Dominion of 
Canada or of any Province thereof to transact 
the business of insurance, other than life 
insurance, be increased from one per centum to 
three per centum upon the net premiums re- 
ceived by it in Canada, less net premiums paid 
for reinsurance to companies or associations to 
which the tax authorized by this subparagraph 
or subparagraph (3) hereof applies during the 
year 1941 and each calendar year thereafter. 


(3) That the tax imposed upon every com- 
pany, other than those mentioned in_ sub- 
paragraphs (1) and (2) hereof, authorized 
under the laws of the Dominion of Canada or 
of any Province thereof to transact the business 
of insurance, other than life insurance, shall 
be increased from one per centum to two per 
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centum upon the net premiums received by it 
in Canada, less net premiums paid for reinsur- 
ance to companies or associations to which the 
tax authorized by this subparagraph or sub- 
paragraph (2) hereof applies during the year 
1941 and each calendar year thereafter. 

(4) That there be imposed upon every com- 
pany authorized under the laws of _ the 
Dominion of Canada or of any Province thereof 
to transact the business of life insurance, a tax 
of two per centum upon the net premiums re- 
ceived by it in Canada, less net premiums paid 
for reinsurance to companies or associations to 
which the tax authorized by this subparagraph 
or subparagraphs (2) or (8) hereof applies 
during the year 1941 and each calendar year 
thereafter. 


23. (1) That any enactment founded on para- 
graph twenty of these resolutions shall be 
deemed to have come into force on the sixteenth 
day of February, one thousand nine hundred 
and forty-two. 


(2) That any enactment founded on para- 
graph fourteen of these resolutions shall come 
into force on the first day of July, one thousand 
nine hundred and forty-two. 


(3) That any enactment founded on para- 
graphs one to thirteen inclusive, paragraphs 
fifteen to nineteen inclusive and paragraph 
twenty-one of these resolutions, except as here- 
inbefore provided, shall be deemed to have 
come into force on the twenty-fourth day of 
June, one thousand nine hundred and _ forty- 
two and to have applied on all goods imported 
or taken out of warehouse for consumption on 
and after that day and to have applied on all 
goods previously imported for which no entry 
for consumption was made before that day. 


CUSTOMS TARIFF 


1. Resolved, that Schedule A to the Customs 
Tariff, being chapter forty-four of the Revised 
Statutes of Canada, 1927, as amended, is further 
amended by striking thereout subdivisions (a), 
(b), (c) and (d) of tariff item 90, tariff items 
152b, 152d, 210, 276, 282b, 316a, 347, 410c, 
422a, 435, 438d, 438i, 451b, subdivisions (a) and 
(b) of 534, 574, 584, 610, 610a, 657, 682a, the 
several enumerations of goods respectively and 
the several rates of duties of customs, if any, 
set opposite each of the said items, and by 
inserting the following items, enumerations and 
rates of duty in said Schedule A: 


32 


-o-d CZ 


‘ord £8 
aC. OL 


“od §26 
do1\T 


"ord EAT 
ool iT 


‘od G7 
“ord 0 


*O°d Ce 


‘ord ce 
“Ord cE 


‘ord 0g 


ASN 


[e1euay 


*o'd GZ 


‘od 02 
ard §) 


“od 02 
ooL iT 


‘ord §1 
ooL J 


‘ord Gg 
‘ard GT 


aeaacy 
OPVIPOULIOJUT 


soyeyY JUOseIg 


oo J 


‘o-d OL 


dOL iT 


9901] 


"ad 0% 


SON I 
[ereue+y 


901] 


‘ord $1 


901 J 


901] 


‘ord GJ 


aan gen 


OBI PoULo}UT 


dL] 


901] 


901] 


9017 


001 J 


ool J 


HURL, 


[BlIjueZeJoIg 


ystyag 


"pozourel oq 07 ATWO 4 
‘UINISOUSBUL OSNJol 10 048eM Ydooxe dvIOS UINISoUSvUL 
eq 0} powoep oq [[VYys SUIYy}OU yey} ‘peprlAoIg 


Can eye Cae Oe ee 7 SPORT SS RS "ee LO TILE PeOUee Ei 


srr sees sea USIT SBF LO] SULYOOJS o[JUBUT ‘Se—Tnodwue 
pue s[eIA ‘sdulv] JusdSepuvoUL JO oIMyOVJnUBUT 
oy} UL OSN OJ Suriqn} ssevis ‘sdurvyl JUsosepuvBour 
JO OINJOVINUBUL OY} UI 9SN IO} Sq[nq dure] JusosSepuBoUT 


pe ee "7" **sqonpoid olurvs1ed Jo olnJovjnuvuU 9y4 
UI posn Udy ‘S19}}0S o7B{d puwB ‘syVq ‘SIeTIIY ‘sIBsseG 


see ecereee Ce Ce i ec er cry "ysy SuULUUBO IO} [to pees 004409 


“*"*Bpos Jo oyrydins pus 
epos Jo ojeissnid “epos Jo oyvuueys pus o41yd[nsiq 
‘aywlo[yo ‘ojBIuesIVUIq ‘o}JeTUASIB ‘BpOs JO o41I}IU 
‘UInIpos Jo spriyd[ns ‘epos jo eyeworyotq ‘uorynjos 
IoJVM UI 1O AIP ‘BpOS Jo o4BOITIS *Bpos Jo optxo1eg 


over ewee €) O01 8) Ube Lee 6 eco ne eile reece egw Fel ice; ano: toca! teenies uor1jonpoad 
jo AIjUNOD 9} WOT} YOOIIP poyIoduit usym ‘sorpuy 
4SOM YSIPIG 94} Jo Yonposd oy} ‘sornt JIn4sjedvis 
pus essuvio pepuslq pue ‘eornt yinsjedeis ‘ootnt asuvid 


oe eee eer eece eo eer eee see Spc. Sere ene ce eee eRe seis wieis *:e 2a CT SCOTT 
‘u}0q IO ‘YSTf 10 YVOUT pus SeTqeIeS0A Jo pesodurod 
sjyONpoid IVB[IWIS [[B puwe YySseYy pus soysed oi qQuyosoA 


**++-spuLy [Te Jo seones 
a[qejosea pus Aos ‘spiejsnur pmnbiy] ‘seotnt e,qeyese A 


eg ad‘o'u ‘IoOUUBUL 10q30 Aue ul 
IO [lO ‘aulIq ‘4][Vs Ul peAteseid Io popyord ‘seyqevyese A 


eee eee eee see eer ene esesovve ‘dou ‘Inoy OTA VJOTGOA Sul 
-pnypout ‘peyeipAYep 1o poz,wooisep ‘petip ‘se[qezedo A 


%6PE 


BOTE 


A686 
916 


O16 


dest 


P06 


906 


406 


806 


vI04] 
gue y, 


33 


‘o'd OF ‘od GZ 9a 
‘ord ry ‘ord fy wait ‘ord £77 ‘ord $y OOLT ft" ***eures oy} IOJ SIsseyo Jo orNqoRsNUEM 
94} Oj Lo ‘sesnq Ad[[O1} SSOP YORI} OTIZOO]e pu sesnq 
1ojzour ‘Syont} 10}oW Jo ainjovjnueuU ey} ul A[UO esn 
LO} VSEF PU FFF SUIS} JIIv} UL po}B1oUINUA Spoos 
ey} jo SioInjovjnusur Aq peyodu pus ‘speuey 
Uy epvul JOU PUY IO SsBjo B Jo usYyA ‘Surose10j 
94} JO §}18d puv ‘sjoeyM p¥Bor [9048 ‘szuTOf [@S10ArIun 
‘S}JBYS SOALIP ‘Sol[quIosse UOISsTUIsUBIy :SOYOUL 
aay Aq soyout AZLY} UvYy} IOBIe] soir} o1zeurneud 
TO} SUILI *SOJOUSBUI ‘Seed Bul100}8 ‘soulsue uorsnq 
~U109 [BUIOJUL ‘Seyoynjo ‘soyeiq ‘sorxe vol pus JUOI| pPgeF 


‘ord ¢¢ ‘od 0§ ‘ord gy 
‘ard 0% a O01 ‘od 03 ‘o'd £27 OGL Tae wi Bpvuvy) Ul OpeU JOU PUTY IO ssvyO B Jo 
SOATJOULOIO] SUTYOIIMS [OSOIP ‘SUOT}R.IOdO [[TUIMES LO 
[Bolsin][eyour ‘Bururul ul ATOAISNTOxe osn Ioj ‘Joorsyy 
Sjied ojJe[du100 pue ‘epeuRD ul opeur jou puly Io 
SSBIO B JO ‘SABATIVI IO} SIvO IOJOUL Puy SOATJOUIOVOT] CEP 
‘o'd og ‘o'd GZ 991 T 
901] 901 J 901 SER ay | dOL] Serr freer: FIOM PY TERI Ot A "*+"**-sourgue [eserp 
“ULES PUB [OSIIp Oj So]zzou puv sduind uorjoelurjengq| Bgzp 


‘od 0§ ‘ord £18 ‘ord Cf 
"*9°d §I ra hr | OL 901 J ‘o'd £eT -o'd OL ool iT A Sw oo RT OSS o ee is See ae ie A eal, We . **Joor0yy syed 9} 0]d u100 
pus ‘epeuBy Ul opeU jou puUTY JO ssBTO B jo su1o3 
-OL0j OY} [[B -SeTqvzuiny yons} *S}UTOd-[JOM ‘81040814 
xo 10 SIoWUIvY oid USATIp IIe Io uIBaqys fad‘y 
Jodeios puv UL00G BUTA]OAPI-[[NJ IO -1ures ‘UOIpOBIY 
SUI[MBIO IO SfoayM Sutyjodoud-jjos uo po}JUnouL ‘yuour 
-dinbo puv souryoeu sur[[y-yo"q : poTjedoid-jyos you 
‘I9AO 10 SpIBA OIqNod (J Jo Aylovdvo vB SULABY ‘SLO[IBI} 
Io suosem duinp ‘edAé4 JISUBI} ‘SIOXIUL 9o}OIDU00 
-S}1UN Jodvios Sury1odsuvsy pu Suryeawoxo uoryeUulq 
“Ul00 +SIOpBIS-qns ‘slepvis ULIO} ‘SOUIYOVUL Sur 
“ystuy pol yevydse puv oJorOU0D Salou JO oj4aI0U09 
JOM JO JOO} OLGNO TZ Jo Aproedvo @ yyIM ‘odA} Surpvoy 

pue ‘sur]jedoid-jjos ‘souryovur Sutaed-pvor 04 WUD] BZZP 


‘a'd cg ‘ord 


16 ‘od OT 
‘o'd ce ‘ord 


12 O91 yy 991] dL J eeI,[ |*  BULOZoI0} oy} Jo sqred 0}9[duI100 ‘pourul Os spu¥s 
oY} UOT [10 SUIZOVIZXO IO} puv suotyesedo surlulul Aq 
Spuvs-[I0 Surze1edo 10} snyviedde pus Alouryoeyy (It 


RAIN 


901 J o01 J 001 J ool cole asf COLT Yl ailin | ance andr RO BERCL ME ODRDL LON pury IO ssvjo 

®% Jo ‘19MOd 9ATJOU OpNyjoUt .o} you ‘SoyBys UWLOI} [IO 
peuyeriun Suronpoid ur ATeAtsnjoxe osn OJ Jooroyy 
sjied ojofduioo pue snjeiedde pure Arouryowyy (0)| OTF 


34 


‘ord ‘ord ol 
aoe ae oe ae sir oe aimee, libs prieranitn desecration, | 
-nque 1ojour ‘setpoq snq Aas[[o1} ssepyows} o1szpOTo 
‘sotTpoq snq 10JOU Jo oINjoRJnuBUI OY} UT A[UO posn 
eq 0} peqIOdull usYM Sulose10} oy} Jo [[B :suistue 
-yoou Buljeiodo MOpUIM ‘Jooloyy syied pue ‘so][lIs 
pue ‘odA} uv] USALIP 10JOUI Surpnyour ‘s1o0zeTIzuUeA 
‘SUISIUBYOOU SulyVIedo 4ves ‘slepuey Jeqqni ‘jo 
-910Y} SOT]GUIESS¥ puv ‘yOu 10 pewtid pus poTio ‘ssut 
-durv}s [Bow ‘sqinq dure] epnyjout 0} you ynq “you IO 
peyquiesse ‘1OJoIOY} syoyses paw sesus] ‘o1emssels 
‘sTeUlUIIe} ‘sosuey ‘syoyoos Sulpnyour ‘Buryevotput 
pue Sulz}VuruIN{][I ‘spury [we Jo sdurvy] ‘jooroy} syivd 
puv Sol[qUIESSB’ UOISIOAUOD [OIJUOD OATIP PIVMIOJ 
‘jooley} sjivd pue soljquuesse osnj ‘suojjnq ysnd 
‘ ‘s]]oq ‘slozznq ‘soeyoJIAsS O11}ZO9]O ‘joo1sy} syred pus 
S9YO}VO puw SYIOT LOOP ‘joerey} sy1ed pues ‘pozeredo 
me 10 winnoeaA ‘puey ‘uIstuByoeu do}s puBw IOOp 
{{OU JO PoxyVULUUN]]I ‘S[VUSIS UOTJISITp ‘Jooreyy szred 
pue ‘jou JO poeyVUIUIN] [I ‘sol[quIess¥’ USIS 9jNOI pus 
UOI}VUIJSOp ‘sosIvey IO} SULIO;}VI[d 10 So[qey JoYSVBo 
‘soyzeid roduing [e0}s Sutids Suipnyoutr ‘joor1syy syed 
pues ‘Ivar pues yuody ‘sioedumngq ‘jJoe1ey} oInjzovjnueu 
oY} 10} sodvys [00}s pus sIequIeW Sssodo uI0430q Apo] Igep 


"UId}I 
SIy} JO SuOISIAOId oy} JNO SulA1Ivo Joy Alvssooou 
peurep ofe se ‘Aue JI ‘SUOI}¥[NGel Yons oyeuUL 

ABUL [IOUNOD UI JOUIOAOD OY} 4BY} PeplAolg (Z) 

‘od OF OL Ce ool 

‘ord 21% “O°d g) ooL “O'd £17 “ord gy orn ah ° ee eee eee eee eee ese eee eC Tsu Gl leys 
qel oy} ‘o1tdur” Yysiyig 
ey} Ul PeJINoUl SI ‘sox¥} puv SOI}Np OpNyoUl Oo} Jou 
‘10Jo19Y} SISSVYO PUB S9[OIYOA 10}JOU Yons Jo uorjonp 
-O1d jO 4800 A10}OB] BY} JO wNJUSD Jed AZIO} ueY4Y 
SS9J JOU ‘ZyRNoOs St uoIeIOduI YoryM BuLInp IvIf 
oy} Sulinp 4ey} OST’ peptAoid pues ‘egep, pue PoP 
SUF} Ie} Ul po}eIoUINUG Spoos eYyy Jo JeINnjov} 
-nuew &@ Aq ‘ewes 94} Oj sissByo Joy Jo ‘sosnq 
AQ[OI} SSOTYORI} OLIpooje puw sesnq JozJOUL ‘syonI} 
IOJOUL 10} JuewIdInbe [BUISIIO sv esn IO} poyIodut 

1B SopoIjIB SAO’ oY} JI YVY} PoeplAocrig (T) 


DUEL SL ge 
[e1eue+ry) o}VIPOU1o}UT Pie Yue YL, Ue, Yue yf, uld}] 
[ereuexy ayVIpoULIe}Uy | [VIZdelejolg —— yey, 


so}BY JUEseIg qstylig 


a 
EEE llllleeeEea=SEaoEaaEeaEaEeaeaeaeaeaeaaamamamamanamnmnananmq@uaqQqqaquququququweeteeeeeeeeeeeeeeSSSSSSSSSSSSSSSSSSSSSSSSSSSSS9S9S9S9S99SSSSSSSS 


30 


‘ord gg 
d0.L J 


"9°d og 
°O°d GZ 
*O°d CZ 
“o°d CZ 


‘ord £12 
od $12 


"o'd GZ 
oP af 


“O°d ce 
*O'd 0Z 


d0L J 


punod sed *s}0 F 
5 a 6 | GS 
ool 


punod sod *s49 (T 
*9°d 0g 


punod sod *s40 QT 
*O°d og 


ord OF 


‘o'd 0€ 
aol] 


"ord $16 
‘od £26 
‘ord ¢% 
d0L i] 


‘ord £16 
“O°d GZ 


“ord CZ 
ooL] 


"ord 112 
"ord $41 


dol] 


punod sed ‘S30 £9 
ord $22 
a0] 


punod sod *849 QT 
"ord $12 


punod sod *s}90 OT 
‘ord $16 


‘o'd og 


“ord §) 
‘ord G] 


*o'd Cl 
do1,] 


"o°d FZ 
‘ord OT 


aL] 


‘ord GT 
dL] 


‘ord $21 


‘ord ELT 


ool 7 


ool 


ord GZ 


901 if 


Tem | 


"899 OT 


*O'd 0g 


*ord OL 


*9o°d Ge 


ooL i] 


CER ast 


*9°d GZ 
aol] 


‘ord ELT 


oo] 


Ere af 


"830 OT 


"ord TZ 


‘adg 


"ord GZ 


Sea 


‘ord $1 


dOI 


a Var 6 | OL 


ool] 


dL] 


iy WY ign oe Ae 7a ld de TA o C:5 Ries wes a 2)6 oe SS OS sulysy [BrorouL 
-ul0d UI ATOAISNJOXe osn OJ *948}008 OSO[N][PO IO 
‘eqqnat ‘y100 ‘SBAUBO ‘sels ‘UINUIUINTR Jo SZVOY JON | BB89 


Ce OO OR eTR ER eae ct Cee go110JOVJ UMO ILOYY 
ut ‘sodid yons jo ornqzouynuvur oy} Ul OSN IOF sedid 
o90Rqo}7 Jo SIoANjowsnuvur Aq poptodull woyM ‘pozedy 
uBy} Pessooodd JoyyAINJ JOU “POOM jo s[Moq pue ‘snp 
poomareiiqg wWiolfJ pop[noul sp[Moq edid pue sjuour 
-yy odid WINuUTUINTe ‘SMOL0S ‘qBnor oy} urseoordyyno} L¢9 


se © 6 6 eee o ) 6 oe) © @ ae 6 we eae 68 Ce elw 6 Rene ay Sis d’o’u ‘Sulyog O19 
ee eae Ajuo opnio ‘yoytd oud +UISOL IO UISOY 8S 


eS ee it eh *-goILOJOB] UMO ITO} Ul SOPOTZLW YONS JO 
OINJORINUBU OY} UL ATOAISN[OXO osN LOJ SOOBIG yeurds 
pue s1ojzoddns [wurulopqe ‘szoyiroddns osoy ‘siezy1Bs 
‘stopuodsns jo SLoinjoeynueUl Aq poysoduat ‘yypias ut 
SOOUT VOIY} SUIPOOOXO FOU ‘OTFSB[I-WOU ‘SOLIGB} UDAOM PLS 


see ee eeee over ees ss O0TrOseld Aew IO}STUITL oy} SRB 
saol}e[nsei Yons Jopun ‘sdure] Aqenjoues Suruing 
-]10 ut ATOAISNTOXe osn IOF poyiodurt ueyM ‘you IO 
possoooid ‘e109 ynOY}IM IO YFTAt ‘YOIM popreig (4) 


srerereeesseg7odey IO SOTPUBO XB JO OINPOVINUBUL 
oy} UL SeTIOJOVF UMO JTOY} UT osN OF siodey 10 
soypueo xBM JO SLoINJOBjNUBUT Aq peyroduir wey 
‘you Io. pessoooid ‘a100 yNoy}IM LO YF ‘OTM (2) Ec 


wee eer eee ees ee punod riod ‘pus 


"ord ELT 


col 


dL J 


py aite cas sl ovale} al acereyerte reels corel ne olaie lena uae oreusiccsne ese CL oOUNT| (11) 


-+++s--guroqshs Suryreur 10j poustsep Ayperoodg (1) 
:[ejour Aue Jo OMA ULOI] PorNzowsnuBUA SUTG] GTP 


‘ore sssorerregeur Aue JO SBUTySBO uoysid poystuy-tmeg| [ger 


53300—6 


36 


2. Resolved, that Schedule A to the Customs 
Tariff, as amended, be further amended by 
deleting from The Customs Tariff Amendment 
Act, 1939, as amended by chapter twenty-nine 
of the statutes of 1940 and chapter thirteen of 
the statutes of 1941, the following enumerations 
of goods and rates of additional duties of 
customs: 


Whisky, brandy, rum, gin and all other 
goods specified in Customs Tariff Items 156, 
156a, and 156b, $3 per gallon of the strength 
of proof. 

Ale, beer, porter and stout, 9 cents per 
gallon. 

Wines of all kinds except sparkling wines, 
containing not more than 40 per cent of 
proof spirit, 324 cents per gallon. 

Champagne and all other sparkling wines, 
$1.25 per gallon. 


and by substituting therefor the following 
enumerations of goods and rates of additional 
duties of customs: 


Whisky, brandy, rum, gin and all other 
goods specified in Customs Tariff Items 156, 
156a, and 156b, $5 per gallon of the strength 
of proof. 

Ale, beer, porter and stout, 30 cents per 
gallon. 

Wines of all kinds except sparkling wines, 
containing not more than 40 per cent of 
proof spirit, 424 cents per gallon. 

Champagne and all other sparkling wines, 
$1.75 per gallon. 


3. Resolved, that any enactment founded upon 
the foregoing resolutions shall be deemed to 
have come into force on the twenty-fourth day 
of June, one thousand nine hundred and forty- 
two, and to have applied to all goods mentioned 
in the foregoing resolutions imported or taken 
out of warehouse for consumption on and after 
that date, and to have applied to goods 
previously imported for which no entry for 
consumption was made before that date. 


APPENDIX 


TO 


THE BUDGET, 1942-43 


Budget Papers presented by the 
Honourable J. L. Ilsley, M.P., for the 
information of Parliament on the occasion of the 
Budget of 1942-43 


A. Review of Government Accounts, 1941-42. 


B. Tables on Economic Conditions, 1941-42. 
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DOMINION OF CANADA 


A. GOVERNMENT ACCOUNTS, 1941-42 
COMPARATIVE SUMMARY STATEMENT OF REVENUES AND EXPENDITURES 


1. As the final figures for the fiscal year 1941-42 are not as yet available, 
all statements dealing with revenues, expenditures, investments and balance 
sheet items are estimated. It is expected that when the books of the year are 
finally closed, any variations from the figures shown herein will be of slight 
importance. 


2. The following tables show, by main categories and in detail, revenues, 
expenditures and the increase in net debt for the fiscal year 1941-42, together 
with comparable figures for the four preceding fiscal years: 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS 
(000 omitted) 


a 1937-38 1938-39 1939-40 1940-41 | Hetmated 


1941-42 
$ $ $ $ $ 
Tax Revenues— 
Customs import duties...............- 93,456 78,751 104,301 130, 757 142,392 
Excise duties— 
parietal qiAlt Otel. cob dee ae eee 19, 626 18,530 21,267 34, 140 46,777 
Cigars, cigarettes and tobacco....... 32,837 33,225 40,557 55,417 65,050 
RgOCUCOS 22 loc in ce u's cathe b awee eee 38 34 35 45 39 
52,501 51,789 61, 859 89,602 111,866 
PiOsS TEMUNGS. 5 oe. de os hn 6 seine ore 464 475 827 994 1,775 
52,037 51,314 61,032 88,608 110,091 
Excise taxes— 
ALOR toi io halen be cee es eae 141, 864 125,927 141,121 184,536 246, 553 
Manufacturers— 
Automobiles,rubber tires and tubes 1,453 1,343 1, 568 11, 206 16,742 
Gas6linesA te sevaco eee eee — — _— — 24,752 
Cigars, cigarette papers and tubes. 1,428 1,575 2,009 3,601 4,281 
Beveracesss.. 42) nu pena eens. _— _ _— — 6, 247 
Matches and lighters.............. 1,769 - 1,819 2,130 2.475 "32 766 
Sear os owes oe ws Pee es ee ean 10,833 11, 004 12,302 11,894 22,009 
Toilet preparations and soap....... 1,224 1,249 Loot 1,542 3,539 
Electric and gas appliances........ — — — 1,886 8,470 
Phonographs, radios and tubes.... _ _ — 1,289 2,361 
DUNGTY 22.065 Sate a eee ee 477 465 732 1,340 2,028 
Amusements. S..28 ete eee nee _— _— _ —_ 7,710 
Tax on pari mutuel bets............ — — — — 1,082 
Special excise (importations)........ 18,622 15,591 1,979 1,008 861 
Transportation and communication.. 1720 1,640 1,657 1,848 8,131 
Stamps, licences, interest, etc........ 5,231 4,885 4,829 4,747 5,095 
War exchatice?d...aclaccd: eerie gems — — — 61,932 100, 874 
184, 628 165,498 169, 703 289, 002 463,795 
Dees TOURS... cas) etc eee 3, 809 3, 787 3,675 4,835 10,369 
180, 819 161,711 166, 028 284, 167 453,426 
Income tax— 
ENCIVICNAIS., ..0see.8 Lecaeneeeee 40,445 46, 937 45,407 75,863 189, 502 
CiOTPOLatiOna:.'. Suc.0 eee ee eee 69,769 85,186 77,920 131,566 185, 836 
Dividends, interest, etc............. 10, 152 9,903 11122 13,042 28, 269 
120,366 142,026 134, 449 220,471 403,607 
National defence tax........5.<s.<+55 —_ -_— — Pry e: 106, 637 
Excess profits: taku... viccs cette wave -- — — 23,995 135, 168 
DUCCESSION GULIOSS 4 2 ee net ee — _— —_ — 6, 957 
Banks, Insurance Companies, etc.— 
Chartered banta oxi. . css ake 1,107 1,014 949 898 787 
Insurance companies................ 867 891 926 972 1,148 
INDIRCON NEOUS: coc cate eee vn Meaee 509 587 586 673 702 
Total Revenue from taxes........... 449,161 436, 294 468, 271 (iswale 1,360,915 
Non-tax Revenues— 
Be LO settee a Si ry cit 35, 546 35, 288 36, 728 40,383 45,994 
Return on investments................ 14,463 14, 407 14, 617 17,592 25, 830 
Bullion and CIID ALG oo 6% sis Sn doa neces IL PAs 2,052 3,756 6, 266 4,765 
Premium, discount and exchange...... af 477 7,939 6,107 11,780 
RED OPSohe s vcRls iss cae oes pe Ae ae 9,386 9,499 10, 306 11,194 14, 200 
Total non-tax TOVenue,...<. 6 ses ccsec esse 61,137 61,723 73,346 81, 542 102, 569 


| | — | 


CVO | | 
— 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS—Concluded 


(000 omitted) 


a 1937-38 3 Estimated 
1938-39 1939-40 1940-41 1941-49 
$ $ $ $ $ 
Special Receipts and Other Credits— 
Consolidated Fund— 
Refunds of previous years’ special 

readied 1, 184 1,232 153 78 102 
Refunds of previous years’ war 

ST Se I A a ai (me Rell Ae Os: 1,221 7,826 
Wnt RIOR eet es dod _— aa 11 1,410 459 
Special receipts arising out of the war. a at = 39] 1.649 
Canadian National Railways— : 

Operating surplus for calendar year 

POAT Ae Re Se nee eee ath Se — — = At 4.016 

Capital gain on redemption of 4% é 

MlOnnmite BLOCKS font. o-oo Aces — — wa 5,504 99 
Canadian National (West Indies) 
Steamships Ltd.— 

Operating surplus for 1936 and 1937.. 270 — — Se a 
Dominion stock ‘‘A’’ written off... . — — ts 4 ee 
Montreal Turnpike Trust Account— 

EG 52002 | i, ited SALA MLS — 24 S&S ait SR 
Surplus value of free lands and re- 

claimed leases previously held 

in the Soldier Land Settlement 

Assurance Fund transferred to 

Consolidated Revenue Fund...... 758 -— = ts 7. 
Inventory value of stores on hand 

in the Department of Transport 

as at April 1, 1937, credited to 

Consolidated Revenue Fund pur- 

suant to Department of Transport 

totem Aah Ls) SL ee. cao. odes 798 — — a = 

Total Consolidated Fund............... 3,010 1,256 164 8,538 14,151 
Capital Accounts— 
Refunds of previous years’ expend- 

De nde oS a hog As xn 1,543 40 at 20 36 
Net insurance proceeds on the P.E.I. 

OSU ggg) AO eh ee ae Fae — —_ — — 984 

Non-active Accounts— 
Canadian Government Merchant 
Marine, Limited— 

Balance in Contingency Reserve. . — — — 1 — 
National Harbours Board— 

Reduction in indebtedness........ — — — i 33 
Write-downs to Consolidated Fund— 

Seed Grain and Relief Loans...... 14 18 10 46 58 

Relief Loans to Province of 

NS i Pe 805 — — rae aN 

Relief Loans to Province of 

OS gO a en eae — — 17, 682 — — 

Soldier and General Land Settle- 

Oo oe - 127 — a2 23 

Canadian National Railways 

Securities Trust Stock— 
Line abandonments............. a 2,713 2,600 2,334 2,539 
Net capital loss on sale of S.S. 
Prince David and 8.8. Prince 
a he n't ales Me: — ~~ ~- 1,475 — 
Net credit resulting from Canadian 
National Railways Capital Revision 
OS abs 1 PS oa Rei RI SiS 1,023 =~ — aes 5s 
Total Special Receipts and Credits..... 6,395 4,154 20,477 12,414 17,801 


(rand Total Revenue. .......... «0... 


515, 693 502,171 562, 094 872, 169 1, 481,285 


42 
STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS 
(000 omitted) 


nn eee 
—————————————— Ss 


yet 1937-38 1938-39 1939-40 10a 
$ $ $ $ $ 
ORDINARY EXPENDITURE 
PAIN ECs icls os ooo pare os os oa renee 9,017 9,527 11,817 8,593 8,437 
Auditor General’s Office..............45- 463 473 459 453 456 
Civil Service Commission..............- 358 379 398 397 401 
External A ffairs, including Office of Prime 

UES UCT ¢ Vata. cee consid Diet wie oop oars Me 1,450 1,057 i,2c0 1,013 1,055 
Finance— 

Tntereston Public Debt...........240 «- 132,118 127, 996 129,315 139,179 154,270 

Cost of Loan Flotations and Annual 

Amortization of Bond Discounts and 
OORT IBSIODS © a) araro Ubic eke mes on ocean 4,555 4,914 4,992 6,304 16, 430 

Subsidies 'to-Provinces... .......050se»s 13, fo 13; 72 13,769 13,769 14, 409 

Special Grants to Provinces........... 7,475 7,475 5,475 5,475 — 

War-time Prices and Trade Board— 

Dominion Fuel Board Administra- 
tion, coal subsidies and subventions — — _— — (6) 4,880 

Miscellaneous Grants and Contributions 560 643 660 530 533 

Civil Pensions and Superannuation..... 712 638 567 500 445 

Government contribution to Super- 

AUHUALIOR JUNG Sccee bch wca.ce vchos cee 2,065 2,220 ae at Al 2,316.) > 2,040 

Old Age Pensions, including pensions to 

PPLICIMDCT SO lisa: set tte Re acoder one ties 28,653 29,044 29,977 29,912 29,612 

Compensation to Provinces under 

Dominion-Provincial Taxation 
ING TECICIIS Shae. caer oh neuen —_— —~ — _ 21,120 

Administrative and Sundry Expenditure sero fie3 3,689 3, 966 3,508 3,513 
PC LICR we: Be ot ne ite ee be donee ee 1,850 2,036 2,320 1,618 1,684 
Governor General and Licutenant Gov- 

ENO pete hs ensign Mer 225 226 227 DiNB 226 
PRSUERN CD. OB toy ait) Pirate aie eee 187 194 195 176 180 
IVETE cee ee ee ener eae: 2,790 2,748 OY Bees raat 2,658 

BP OT GENGURIIOS 5 o.cs.oc bass raccie ees 2,577 2,675 2,941 2,717 2,786 
MeO OUI ec sbrs ous chic Biota oe ce 706 788 788 826 763 

iechnicaliiducation=.b, .4. 0. s0e.5 eee 49 27 Dt 18 4] 

Unemployment Insurance Act, 1940— 

Administration... .<ts..scese meet — — —_ 69 2,845 
Government contribution............ — — cel = 7,287 

Government Annuities— 

Payments to maintain reserve....... 8,941 — 379 111 661 
Legislation— 

Blouse. oF COMMONS: ..8 c.g 55cs.i0 cies 1,516 1,800 1,286 2,468 1,408 

Library.ol Parliamenth:.. c.ncessa cee: - 79 72 76 70 72 

DONNCEC 2S tn vec mow eee 536 600 432 868 424 

Krenerale ) ors. vice ae eee 57 lo 68 58 47 

Dominion Franchise Office............ 76 50 — — —_— 

Chief Electoral Officer, including elec- 

GIONS ibs sett ts cccns Rh anny cle pecs 45 114 458 2,469 281 
Mines and Resources— 

Administration OER ee (4) 1,491 (1) 184 (1) 186 (1) 179 (4) 170 

Immigration and Colonization......... 1,163 1,335 1,338 1,273 1,287 

Miicdiats AAs eck. obs ucite wc tvare 4 4,897 5,305 5,675 5,183 4,979 

Lands, Parks and Forests............. 1,910 2,249 26116 1,937 1, 963 

Surveys and Hngineering. ....... << «cen 933 1,325 1,301 ~ 1,114 i ep WES 

Mines and Geological Survey. 658 1,340 1,324 1,173 1,153 

Movement of Coal and Subsidies under 

Domestic Huel Act.J.0. os. Se 2,021 1,921 4,532 4,408 (2?) — 
Munitions and Supply....3.......<ccecess — — — 9 12 
National Defence— 

PSAP ATION oa 4i5'9 uh drciacd vo oeis oe Ls — (3) 409 (3) 178 (3) 30 (3) 38 

MUA CENICG cS oe ue ost cg adie. ok 17,221 15,772 5, 997 a9 <2 

SENZA ESI gi 000 ae ae ee © 4,372 6,590 1,869 a a 

Air Service. Pac ei nine oo RM ANY sia'ece by 82 10,018 11,216 4,852 — a 

Sundry Services..... i ice er ae tere 1,149 447 295 168 231 
National Revenue (including Income 

fs 9 eS Raa Se, et RENE As ae 11,870 11,899 12,064 12,229 13, 430 
National War Services.................. — — a = 675 
Pensions and National Health— 

Tata bony bei top hac 0101 Rape ea ene es eae ea — (3) 118 (3) 132 (3) 133 (3) 137 


Treatment and after-care of returned 
ATs | cg Demet gee ane a a ape 12,109 13,453 14,771 13, 402 12,733 


43° 
STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS—Concluded 


(000 omitted) 
ee 
a 


ea. Estimated 
1937-38 1938-39 1939-40 1940-41 1941-42 
$ $ $ $ $ 


ORDINARY ExXPENDITURE—Continued 


Pensions and National Health—Conc. 


Pensions, War and Military............ 42,240 42,181 42,219 41,515 40,582 
RUG ERTL EY CSE. cL ee aes y's wa ites 957 1,012 1,113 PTT 1,249 
ig LER Of dine RS Meg = nee IS 33, 762 35, 456 36, 726 38,700 41,495 
MMU OMNCT. oan vant sibs ts does ete ties 48 49 59 54 54 
Pe A TCNAVOR., os coc cht Pees ces ticiee 170 159 150 126 123 
Public Printing and Stationery.......... 161 191 199 283 195 
Pee VOPR OM.) 55. alk REE. ebb ded: 12,382 15, 484 13,065 11,507 11,936 
Royal Canadian Mounted Police......... 6,308 6,145 5,626 5,554 6,021 
ReRnGLATY Of GML... cc ed UGE suis ee chen t 693 730 836 772 823 
oer metincment< cul bs ott. hans ties 801 758 624 582 564 
Lrade-and-C ommercesr.c- os ooo ees es ee 4,070 4,763 4,999 4,315 (4) 6,200 
Reamotia Grain act: 4 Sel ae 1,675 1,847 1,933 1,908 1,909 
Mail Subsidies and Steamship Sub- 
WeUMOTIET (Ss Coho eet. 8c ce foe ee es « 2,029 1,993 1,907 942 616 
Transport— 
PACT IGINUFAUION. |... + ok AP a es oe SS 417 otk 358 334 364 
ie!) a, ie all Sia, GONE en Ae 2,935 3,457 3,862 3,478 3,414 
Diaring WOrvices Sch ce tee eee es Gleb 4,290 4,271 4,215 3,795 4,013 
Canadian Travel Bureau.............. 250 249 312 470 (5) — 
Meuwoavyemnd Canalis: t.o.6c ss. ke «sles 3,661 4,371 30763 3,020 3,697 
Maritime Freight Rates Act.......... 3,183 2,583 2,660 3,951 3,935 
Railway Grade Crossing Fund........ 180 187 255 126 25 
Total ordinary expenditure........ 414,892 413,032 398 , 323 . 390, 629 443,969 


CaPpiraAL ExpENDITURE 


Ure eee scons ss os Si ee ere ces 71 26 Zo cj 5 
PIC VOLE Vii te es cook tea cs cused 4,359 5,398 7,007 3,001 3,352 
Total Capital Expenditure........ 4,430 5,424 7,030 3,358 3,357 


———— | | 


Wark ExPENDITURE 


War (see sections 17 to 27)....0..0...... — — 118,291 752,045 1,351, 553 


——$§3 | | — | 


SpectAL ExPENDITURE 


Unemployment Relief— 


Administration— Relief Acts.......... 378 260 287 236 102 
Grants-in-aid to hb Ardennes ape 19,493 17,037 —- — -— 
Material Aid to Provinces, including 

municipal improvements Soy eee a — a 19, 534 15,785 1,856 
Dominion share of joint Dominion- 

Provincial/projects... 0. s.s%-....h es 8,841 6, 259 7,147 1,794 487 | 
Pominion projects <-7.. 05.3 sees ses 13,913 12,981 24,919 9,784 5,948 
on tation facilities into mining 

a r ae i Sas Sone eae eee Be 1,324 1,213 1, 121 48 _ 

43,949 37,750 53, 008 27,647 8,393 


nn EE 


(1) Prior to 1937-38 general administration expenses were not segregated from other expenditures of 
the respective services of the departments which were amalgamated to form the Department of Mines 
and Resources. The figures from 1938-39 represent only Departmental Administration, other adminis- 
tration costs being included as in other departments, under the respective services. 

(2) For current year see Department of Finance. 

(3) Prior to 1938-39 general administration expenses were not segregated from other expenditure of 
the respective services of the departments. 

(4) Includes an estimated amount of $2,565,000 for Census of population of Canada. 

(5) For current year included in National War Services. 

(®) For previous years included in Departments of Trade and Commerce and Mines and Resources. 


STATEMENT OF EXPENDITURE 
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BY MAJOR CATEGORIES AND BY DEPARTMENTS 


FOR THE LAST FIVE FISCAL YEARS—Continued 


(000 omitted) 
Estimated 
— 1937-38 1938-39 1939-40 194041 1941-42 
$ $ $ $ $ 
SpeciaL ExPpENDITURE—Continued 
Western Drought Area Relief— 
Direct Relief Sele pile acous 6 ache helo: otelee 6. « a eleva « 11, 925% 8 869 1 605 met; nS 
Feed and fodder and freight thereon.... 11,352f : ’ 
Expenses of marketing cattle.......... 337 o — — —_ 
Purchase and distribution of food- 
BOLTS oe Peis oes ey awe eee 972 217 —_ — — 
Prairie Farm Assistance Act, 1939— 
A CLINT IMIGUYATION oc cc x. SAUD cet oo ocd ae —_ —_ -— 346 420 
Advances to Prairie Farm Emer- 
BEnCy MB . os ccs Cosh aus oe ee — — 7,500 4,376 11, 836 
Wheat acreage reduction payments. ... — -—~ — ~— 29,659 
24,586 9,146 9,105 4,722 41,915 
Provision for reserve against estimated 
losses on 1938 wheat marketing guaran- 
CES Te Ne S Stod sa tia eth ene sa ole eae — 25,000 27,000 — -— 
Provision for reserve to meet deficits re- 
sulting from the operations of the 
Canadian Wheat Board calculated as 
at July 31, 1940 and 1941, respectively, 
not previously provided for........... _— — —_ 10,500 12571 
Total special expenditure.......... 68, 535 71,896 89,113 42,869 62,879 
GOVERNMENT OWNED ENTERPRISES 
Losses charged to Consolidated Fund— 
Canadian National Railway System, 
ex-eastern lines...... 5 6244.000s 0008 37,882 48,194 34, 850 14,451 — 
eASLOTh PS Wasa ees ene ee 4,464 6,120 5,245 2,514 — 
Prince Edward Island Car Ferry and 
ER OYUN IS ihn. 00 cso wie Aopen eae -—— (1) 388 427 461 424 
National Harbours Board............. 289 138 94 40 33 
Trans-Canada Air Lines.............. 111 818 412 o- ~ 
Central Mortgage Bank............... — — 16 — -- 
Total charged to consolidated 
[5 Mea Ae es aoe Ay an Me RR CGS Ue 42,746 55,658 41,044 17,466 457 
Loans and advances non-active— 
Canadian National Steamships........ 104 6 —_ — 
National Harbours Board............. 1, 983 3,279 1,027 716 758 
Total non-active advances...... 2,087 3,280 1,085 716 758 
Total government-owned enter- 
DPIGCGr otis ou ce ss eee 44,833 58, 943 42,079 18, 182 1,215 
OTHER CHARGES 
Write-down of assets chargeable to Con- 
solidated Fund— 
Drought Area Relief Loans, 1934-35— 
Province of Saskatchewan........... — — 1,374 = — 
Reduction of soldier and general land 
settlement loans........ (Kod eae da ok 750 1,023 1,643 1,011 271 
Yearly established losses in seed grain 
and relief accounts—Department of 
Mines and Resources................ 14 18 10 46 58 


—— 


() Included with Eastern lines in previous years. 


“~—s 
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STATEMENT OF EXPENDITURE BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS—Concluded 


(000 omitted) 
— 1937-38 | 1938-39 | 1939-40 | 1940-41 | Estimated 
$ $ $ $ $ 


OTHER CHARGES—Concluded 


Canadian National Railways Securi- 

ties Trust Stock—Reduction due to 

line abandonments during calendar 

years 1938, 1939, 1940 and 1941....... (?) — 2, 7138 2,600 2,334 2,539 
Canadian National Railways Securities , 

Trust Stock—Capital loss (exclusive 

of loss applicable to expired service 

life) on sale of S.S. Prince David and 

eeanes HOberbae eed eee. ess 8. OR — -— —_ 1,475 — 
Cancellation of Canadian Farm Loan 

Board— 

SSAA TON SLORKs vs css ook a CDN as 2 see 10 14 Ti 12 10 
Province of Manitoba Treasury Bills.. (3) 805 — — — — 
Province of Saskatchewan Treasury 

UU ae Se ae a Oe | — — (3) 17,682 — — 
To provide a reserve for possible losses 

on ultimate realization of Active 


Loans andsAd vances. iis). ii. ..<. — os — 25,000 25,000 
Non-Active Accounts— 
General Land Settlement Loans....... 139 — — — _ 


Fulfilment of guarantees— 
Saskatchewan Seed Grain Loans,1936 
RITA od, Ges ss ne tee «ccs _— _— 2,638 7,136 a 
Canadian National Railways Securities 
Trust Stock— 
Increase in Dominion’s Equity in the 
Canadian National Railways due 
to capital gain on redemption of 
£22,500,000 G.T.R. 4% Perpetual 
iobentare tock : facewseenrs ¢ 20.) — —_— ~- 5, 504 99 
Increase in Dominion’s Equity in the 
Canadian National Railways due 
to surplus earnings of Canadian 
National Railway System for cal- 


Gitar Voor S0tls, 26. caes bees ees* — _ — _— 4,016 
Total other charges............. » Sy get 3, 768 25,958 42,518 31,993 
Grand total expenditures........ 534, 408 553, 063 680,794 | 1,249,601 1,894, 966 


(2) An amount of $711,000 representing line abandonments during the calendar year 1937 was included 
in the adjustments resulting from the Canadian National Railways Capital Revision Act, 1937. 


(3) These amounts are offset by a contra account on the revenue side. 
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SUMMARY OF REVENUES AND EXPENDITURES 
(000 omitted) 


a 
—-_-.-—,_-—_——?—]jeoNRTET0NDeFTReo-OOoOOeOonNomNmNUe_>2R___T—<3—a_06O8$8}]8F88eee 9 


Estimated 
— 1937-1938 1938-1939 1939-1940 1940-1941 1941-49 
$ $ $ $ $ 

Ordinary TEVONuesy cs. <6. dee dn eh eee 510, 298 498,017 541,617 859, 755 1,463, 484 

Ordinary CxWenditures: «bose s<+ ae ne he 414, 892 413,032 398, 323 390, 629 443,969 

Surplus on ordinary account............. 95,406 84, 985 143, 294 469, 126 1,019,515 

War and special expenditures............ 68, 535 71,896 207, 404 794,914 1,414,432 

Less special receipts. S25 essen center 3,010 1,206 164 8,538 151 

SSA CG eRe cee Ree te was o sinners 65,525 70, 640 207, 240 786,376 1,400, 281 

Add—Capital expenditures.............. 4,430 5,424 7,030 3,358 3,001 

G Government owned Enterprises... 44 833 58, 943 42,079 18,182 OAS 

f OGHCTHONBTHOS «a0 45.0 eda cnc ates Le7ts 3,768 25,958 42,518 31,993 

116, 506 138, 775 282,307 850, 434 1,436, 846 

ess other credits .....98- 400. ee anes 3,385 2,898 20,313 3,876 3,650 

nies bak 135,877 261, 994 846,558 1,433,196 

Deduct surplus Ws above t= ste s5 tee 95,406 84,985 143, 294 469, 126 1,019,515 
Over-all deficit or increase of direct net 


3 110 Hee i ACA Ra ETF ne 17, 7% 50, 892 118,700 377, 432 413,681 


REVENUES, 1941-42 


3. When the books for the fiscal year 1941-42 are finally closed, total 
revenues will reach, it is estimated, an all-time record of $1,481,285,000. This 
represents an increase over the preceding fiscal year of no less than $609,116,000 
or approximately 70%. The chief reasons for this very substantial increase 
were the new taxes and the increases in old tax rates imposed by the last budget 
and the higher level of national income and production due to heavy expenditures 
for war purposes. In addition, there were less important increases in the yield 
from income taxes due to changes in the time and method of collection. As a 
result of the last budget, the due date for personal income taxes was moved 
back from April 30 to March 31 and the prepayment instalment plan became 
effective in September 1941, thus providing for seven monthly payments during 
the fiscal year for those who adopted the plan as compared with only three 
monthly instalments in the preceding fiscal year under the instalment plan 
which began in January 1941. 


4. The five-year table of revenues shown on page 4 is in the same form 
as was used last year. This table is divided to show tax revenues under appro- 
priate headings with sub-headings for Excise Duties, Excise Taxes and Income 
Taxes. The non-tax revenue section is broken down under five main headings. 


5. Total revenues from taxation for the fiscal year ended March 31, 1942, 
are estimated at $1,360,915,000 compared with $778,213,000 collected during 
the previous year. This total represents 92% of the total estimated revenues. 
An examination of the five-year table discloses that direct taxes on incomes 
realized $645,412,000 compared with $272,138,000 during the previous year. 
While, in 1940-41, direct taxes represented 35-0% of the total revenue from 
taxes, they represented 47-4% of total tax revenues in 1941-42. This comparison 
illustrates the increasing reliance upon the direct taxation of incomes. Because 
of the change in the due date of personal income taxes from April 30 to March 31, 
and the longer period in which the prepayment instalment plan was in operation 
during 1941-42, an accurate comparison of receipts from personal income taxes 
during 1941-42 with the amounts received in previous years cannot be made. 
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6. As a result of the Budget of April 29, 1941, the Dominion levied succession 
duties for the first time. The yield of this new tax amounted to $6,957,000. 
This compared with a rough estimate of $10,000,000 given in last year’s Budget. 


7. The total revenue from sales tax, less refunds, is estimated at $236,184,- 
000, an increase of $56,483,000 as compared with the previous year. Part of 
this increase was the result of removing building materials from the exempt 
list (effected by the Budget of April 1941) but for the most part it reflects the 
higher level of activity brought about by increasing expenditures for war 
purposes. 


8. The war exchange tax is expected to realize a total revenue of $100,- 
874,000 compared with $61,932,000 received during the previous year. 


9. Other excise taxes as set out in the five-year table are estimated to 
produce $116,368,000, an increase over the previous year of $73,834,000. 
Excise taxes derived from new imposts realized $44,937,000 as follows: gasoline 
$24,752,000; amusements $7,710,000; Pari-mutuel bets $1,082,000; soft drinks 
$6,247,000; and travel $5,146,000. The remainder of the increase, namely 
$28,897,000, is accounted for by business expansion and by increased excise 
taxes on automobiles, cigarette papers and tubes, lighters, playing cards, sugar, 
toilet preparations, wines and long distance telephone calls, etc. 


10. Revenues from customs import duties for the year just closed are 
estimated at $142,392,000 compared with $130,757,000 received during 1940-41. 
This increase is due largely to increased imports arising out of the war. 


11. Receipts from excise duties mainly on liquor and tobacco, are expected 
to total $110,091,000, an increase of $21,483,000 over the previous fiscal year. 
The gross duty on spirits, malt, etc., is estimated at $46,777,000 and that on 
tobacco at $65,050,000. 


12. Total non-tax revenues are estimated at $102,569,000 compared with 
$81,542,000 in the previous year. ‘The largest non-tax item is the receipts 
from the Post Office which it is expected will total $45,994,000, an increase of 
approximately $5,611,000 over the preceding fiscal year. The receipts from 
the Post Office will, it is expected, exceed the cost of operations by $4,500,000. 
As mentioned in previous Budget Speeches, the Post Office accounts do not 
include the rental value and other costs of premises occupied and equipment 
used, nor do they include any credit to the Post Office for services rendered to 
other departments for the free use of the mails. Other increases in the non-tax 
section were recorded under the headings of Premium, Discount and 
Exchange, and Return on Investments. The increase in Premium, Discount 
and Exchange was due to repatriation of sterling securities and the increase in 
Return on Investments was accounted for mainly by interest on increased loans 
to the Foreign Exchange Control Board and the Canadian National Railways. 


13. The total amount shown for the fiscal year 1941-42 under the heading, 
Special Receipts and Credits, is $17,801,000. Of this total cash receipts account 
for $11,089,000 as follows: refunds of previous years’ war expenditures $7,826,000 
voluntary donations for war purposes $459,000; insurance moneys recelyed on 
loss of Prince Edward Island Car Ferry $984,000; and sundry receipts $1,820,000. 


The remainder amounting to $6,712,000 represents bookkeeping items 
which affected the book value of the Canadian National Railways Securities 
Trust Capital Stock and certain other non-active assets. All of these items 
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making up the total of $6,712,000 are offset by contra amounts appearing on 
the expenditure side under the heading, Other Charges. 


The first of these items is that affecting the book valuation of the Canadian 
National Railways Securities Trust Capital Stock which was increased by 
$4,115,000, due to (a) surplus earnings of The Canadian National Railway 
System for the calendar year 1941, amounting to $4,016,000, and (b) the capital 
gain arising from redemption of Grand Trunk Railway 4% Debenture Stock at 
less than par in Canadian funds amounting to $99,000. In addition, there were 
two other transactions affecting the non-active accounts: Canadian National 
Railways Securities Trust Capital Stock was reduced by reason of line aban- 
donments during the year 1941 in the amount of $2,539,000, and the sum of 
$58,000 representing the yearly established losses in the seed grain and relief 
accounts of the Department of Mines and Resources was written off. 


13a. The table below gives a summary of the forecasts made at the 
time of the last Budget of the probable receipts from various sources of revenue 
during the fiscal year 1941-42 and a comparison of these forecasts with the 
present estimates of actual receipts during the fiscal year. It will be noted that 
there is shown in the first column the forecast of expected receipts from the tax 
structure as it existed before the Budget of April 29, 1941, was brought down 
in the House, while the second column gives the expected receipts from the tax 
structure as affected by the proposals made in the Budget, and the third column 
the expected receipts from the tax structure as amended by the legislation finally 
passed by Parliament. 


Under the conditions which have prevailed since the outbreak of war, with 
production and employment expanding rapidly and with prices rising (until last 
December), it has been very difficult to make accurate forecasts of the yield ~ 
from various types of taxation. Budgetary authorities must always be cautious 
in predicting the probable magnitude and results of expanding economic activity 
and rising national income. It is always wise to err on the side of conservatism 
rather than undue optimism. It will be noted from the table that while there 
were under-estimates or over-estimates of some proportions in the case of indi- 
vidual revenue sources, these cancelled each other out to a considerable extent. 
The total yield from taxation was under-estimated by only $4,815,000. 


Some comments may be made in regard to the probable explanation for 
the major differences as between the forecasts and the estimated actual results. 
The increase in customs duties as compared with the forecast was due to a higher 
level of prices and a greater volume of imports than had been anticipated. 
The increase in excise duties was due to a higher volume of sales than had been 
expected while the substantial increases in the various excise taxes were due 
not only to a greater volume of business but also to higher prices than had been 
anticipated. The close estimate of the yield of the national defence tax indicates 
substantial accuracy in forecasting the level of personal incomes and the under- 
estimate of the yield of the graduated tax on personal incomes is chiefly due to 
the facts (a) that a smaller proportion of taxpayers than was expected took 
advantage of the prepayment instalment plan, and (b) that many returns 
mailed on March 31st were not received in sufficient time to be included in 
receipts for the fiscal year 1941-42. 


The difficulty of making accurate allowance in advance for the effects of 
the pre-payment instalment plan was probably also the main explanation of 
the under-estimate of the yield from the corporate income tax and the over- 
estimate of the yield from the excess profits tax although other factors may also 
have been operative in the case of the latter including probably the fact that 
depressed businesses were allowed to calculate and pay their tax on the mini- 
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mum basis pending final determination of standard profits by the Board of 
Referees. In comparing the forecast with the actual yield from succession 
duties, it should be remembered that this was an entirely new tax and there 
was no experience to go upon in preparing the forecast. Perhaps, also, insuf- 
ficient account was taken of the time necessarily involved in securing full 
payment of succession duties. In any case, fluctuations in the yield of suc- 
cession duties are almost impossible to predict in advance. Reference was made 
in an earlier paragraph to the increase in non-tax revenues. This resulted 
from a substantial increase in Post Office receipts, a large increase in Premium, 
Discount and Exchange arising out of the heavy repatriation operations and 
the increase in return on investments due to advances to the Foreign Exchange 
Control Board and the Canadian National Railways. It is impossible to pre- 
dict the amount of special receipts and credits that may accrue in any fiscal 


year and it has not been the practice to attempt any estimate of this category 
of revenues. 


DETAILED STATEMENT OF FORECASTS AND ACTUAL RECEIPTS OF REVENUE, 
1941-42 


Forecast of Receipts 
Increase (+) 


From tax or 
From tax structure From tax Actual decrease (—) 
Source of Revenue structure as changed structure Receipts in receipts 
before by proposals | as amended (Prelim- as compared 
Budget made in in Par- inary) with 
changes Budget of liament final 
April 29, 1941 forecast 


000 omitted | 000 omitted | 000 omitted | 000 omitted | 000 omitted 
Taz Revenues $ $ $ $ $ 


Customs dutaaai), 0 1.. 632... 137,000 137,000 137,000 142,392 +5,392 
Pigs oie Ly ST nh a ee 98 , 000 101, 200 101, 200 110,091 +8 ,891 

Excise taxes: 
Sg ee ae Pe are 190, 000 203, 500 203, 500 236, 184 +32,684 
War Exchange tax........... 81,000 81,000 81,000 100,874 +19,874 
Other excise taxes........... 51,000 108 , 900 113, 900 116, 368 +2,468 
Total excises taxes.... 322,000 393, 400 398 , 400 453,426 +55, 026 


Income taxes: 
Graduated tax on personal 


incomes...... Pa arate Ee» 135, 000 225,000 225,000 189,502 — 35,498 
National defence tax........ 55,000 110,000 110,000 106, 637 —3,363 
Corporate income tax....... 165, 000 165,000 165,000 185,836 +20,836 
Excess profits tax........... 140,000 180,000 180,000 135, 168 — 44,832 
Interest and Dividends...... 15,000 42,500 27,500 28 , 269 +769 

Total income taxes... 510, 000 722,500 707,500 645,412 — 62,088 
i l 57 — 3,043 
Gubios. cee: Gi - — 10,000 10, 000 6,9 : 
eee aie eae Riek 2,000 2,000 2,000 2,637 oe 
Total Tax Revenues........... 1,069,000 1,366, 100 1,356, 100 1,360,915 +4,81: 
Non-tax Revenues............. 81,000 81,000 81,000 102, 569 eRe 
Special Receipts and Credits. . (no estimate made) 17,801 +17, 
Grand Totahliict ii. 1,150,000 1,447, 100 1,437,100 1,481, 285 +44, 185 


eee ee ee sates ar i 
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EXPENDITURES, 1941-42 


14. The comments which follow will deal with expenditures classified by 
the usual main categories: (1) Ordinary Expenditures; (2) Capital Expendi- 
tures; (3) War Expenditures; (4) Special Expenditures; (5) Operating Deficits 
of, and Non-active Advances to Government-owned Enterprises; and (6) Other 
Charges. All disbursements under these headings with the exception of active 
loans and investments chargeable to War Appropriation Acts, are included as 
expenditures in arriving at the over-all deficit or increase in net debt. 


ORDINARY EXPENDITURES 


15. It is estimated that ordinary expenditures for the year will total $443,- 
969,000, of which such uncontrollable and contractual items as interest and other 
charges on the public debt, pensions, unemployment insurance, post office, 
subsidies and payments to provinces under the Dominion-Provincial taxation 
agreements will aggregate $330,342,000, approximately 74 per cent of the total. 
The remaining 26 per cent represents general administrative expenses and other 
services of government charged to Ordinary Expenditures. 


The above estimated total of $443,969,000 is greater than the actual amount 
of ordinary expenditures during the previous fiscal year by $53,340,000. It may 
be noted, however, that this increase is due in considerable part to increased 
expenditures which are really due to the war itself, including the following as the 
more important items: 


Increased Interest on Public Debt........... $ 15,091,000 


Increased Cost of Loan Flotations and Annual 
Amortization of Bond Discount and 


Commissions.79). .....aee . ee... 10,126,000 
Compensation to Provinces under the Domin- 

ion-Provincial Taxation Agreements.... 21,120,000 
Increase in Administrative Cost, Department 

of National “Révenue."o]... ieee es 1,201 ,000 


$ 47,538,000 


The total of these increases due to the war should be reduced by $5,475,000 
representing the aggregate of special grants to the provinces which were dropped 
in 1941 and replaced by the arrangements under the new Dominion-Provincial 
Taxation Agreements. This leaves a balance of $42,063,000. If we add to 
this the increased cost of unemployment insurance, namely $9,563,000, we 
get a total of $51,626,000. Some of the increases in the so-called ordinary 
expenditures of other departments might be regarded as due directly or indi- 
rectly to the war, such, for instance, as the $2,795,000 increase by the Post 
Office Department and the $467,000 for administration of the Royal Canadian 
Mounted Police. Regular subsidies to provinces increased by $640,000. Other 
minor increases were: Government Annuities $550,000; Public Works $429,000; 
Trade and Commerce $1,560,000; and sundry increases $1,780,000. 


The largest decrease in Ordinary Expenditures was occasioned by the sus- 
pension of the special grants to Provinces which amounted to $5,475,000. Other 
decreases are as follows:—Agriculture $156,000; Old Age Pensions $300,000; 
House of Commons $1,060,000; Senate $444,000; Chief Electoral Officer 
$2,188,000; Indian Affairs $204,000; Treatment and after-care of returned 
soldiers $669,000; Pensions, War and Military, $933,000; Transport $233,000; 
Sundry $320,000. These decreases aggregate $11,982,000. 


~ 
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CAPITAL EXPENDITURE 


16. Total expenditures charged to capital are estimated at $3,357,000 
compared with $3,358,000 in the previous year. The main items in this category 
are expenditures arising out of dredging the St. Lawrence Ship Channel amounting 
to $1,952,000, and other construction and improvements, including lighting and 
radio facilities in connection with civil airways and airports, amounting to 
$1,250,000. 


WaR EXPENDITURES 


17. Direct war expenditures accounted for roughly three-quarters of the 
Dominion’s total expenditures during the fiscal year ended March 31, 1942. 
This is, of course, apart from the assistance given to the Government of the 
United Kingdom by the accumulation of sterling balances or the repatriation of 
Canadian securities held in the United Kingdom. It is now estimated that 
Canada’s total direct outlays on war account will amount to $1,394,033,000 for 
the past fiscal year. Included in this total is the sum of $42,480,000 charged 
to Active Assets, of which $18,149,000 represented additions to Loans and 
Investments and $24,331,000 represented advances to crown corporations 
organized by the Minister of Munitions and Supply for the purchase of scarce 
commodities. This total direct war outlay represents an increase of $615,609,000 
over the corresponding figure for the preceding fiscal year. 

The rapid increase in Canada’s war expenditures (including amounts 
charged to Active Assets) is shown by the following table: 


Faseal {Year 1939-407 i 2 hycus } lake -woaieearms $ 127,384,000 
Hincal e.Carel 00004 Vii cise Suet sendin errant 778 ,424 ,000 
BSN NCO OA os eco. te Seornes ht tin bianaioee ® - 1,394 ,033 ,000 


$2 ,299 ,841 ,000 


During the corresponding three years of the first World War, expenditures 
charged direct to war account aggregated approximately $533,000,000. It will 
be seen, therefore, that expenditures by the Dominion on account of the present 
war have to date been over four times the expenditures made in the same period 
of the last War. They exceed by over $603,000,000 Canada’s total expenditures 
for war and demobilization during the whole of the last War. Indeed Canada’s 
direct war outlays during the past fiscal year were less than $300,000,000 short 
of the total cost to Canada of the last War. 

18. If we deduct the amount charged to Active Assets, we get a total of 
$1,351,553,000 as the estimated total to be charged to expenditures on war 
account during the past fiscal year. ‘This represents an increase over the previous 
year of $599,508,000. The amounts expended by the major Departments or 
Services and the increases over the preceding year may be summarized as 
follows: 


Direct War Expenditures 


— ——_- Increase 

1940-41 1941-42 
$ $ $ 
Department of National Defence—Army...............5.- 383, 235,000 509,879,000 126, 644,000 
Department of National Defence—Naval Service......... 88, 163,000 132,443,000 44,280,000 
Department of National Defence—Air Service............ 176, 279,000 386,418,000 210,139,000 
Department of Munitions and Supply..........-.....000:- 79,954,000 248, 639, 000 168, 685, 000 
Department of National War Services.............-+++++- 2,370,000 3,112,000 742,000 
Miscellaneous Departments: 

; a etaa teats ia Tit? Lh ot Re er eS eee 4,490,000 25, 724,000 21, 234,000 
minis Be as. 85g. BYE L ET SAG alas ail (Wak bed = d(22 3644 thie 1,692,000 16, 727,000 15,035,000 
Hou aaa, Sy ae ee eer ee if oa me = led : ty 3} a ; ~ 

i Sonal Health 4.4424 et ee Ae. 3,370, , 619, , 249, 
Susie gs ere » r b der Sutin ore SMES Rin AY ath oebobels 1,214,000 3,666,000 2,452,000 
RR en otha k's A ait p ohk 2 ale hee ae SGae 9,381,000 12, 767,000 3,386,000 

752,045,000 | 1,351,553,000 599, 508, 000 
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19. Expenditures made by the Department of National Defence, Army, 
are estimated at $509,879,000, which compares with $383,235,000 during the 
preceding year. ‘This total is broken down as follows: 


Administrations. fo/070e2 VRP a ee ee si $ 809 ,000 
Army Servicesie. «coe eee en ake = eee eee 501 ,542 ,000 
Royal: Military College 2 :..)age Sea ee ee ee ee 517 ,000 
Radio Services, N.W. Psand, Vukons 2 eee 167 ,000 
Joint Inspection Board of the United Kingdom and | : 
Canad wscu a cech gone 2 eee Ce eee ee eee 4 ,876 ,000 
Internment Operations....... RSH SIA Sits ei SENS 1,315,000 
Censorship si. 2 46). .2ee se einen one ob om. 230 ,000 
Dependents’ AllowancesBoard S0a4, 328 Sen ee 407 ,000 
Dependents’ Supplementary Grant Fund............. 16,000 


$ 509,879,000 


20. Expenditures made by the Department of National Defence, Naval 
Services, aggregated $132,443,000, which compares with $88,163,000 expended 
during the preceding fiscal year. The rapid expansion of the Canadian Navy 
may be indicated by a comparison with Canada’s Naval expenditures during the 
last war; during the corresponding fiscal year of that war, namely, 1916-17, 
the total expenditures on Canada’s Naval Services amounted to $3,806,000. 


21. Total expenditures of the Department of National Defence, Air Services, 
for the fiscal year ended March 31, 1942, are estimated at $386,418,000, classified 
as follows: 


Home War Establishmeniyemeccmee pee eee aan, $ 108,708,000 
Overseas Establishment «.i4. is aloeien auld eae Beeiaes 10,370 ,000 
British Commonwealth Air Training Plan............ 267 , 189 ,000 
Departmental Administration, Air!) 2.0.70) JV. 22998. 113 ,000 
Construction of Temporary Building, Ottawa......... 38 ,000 


$ 386,418,000 


For the fiscal year 1940-41 Canada’s total expenditure on Air Services 
amounted to $176,279,000. 


22. Under the Department of Munitions and Supply expenditures chargeable 
to the War Appropriation for 1941-42 aggregated $248,639,000, of which 
administration accounted for $4,939,000 and expansion of industry for $243,- 


700,000. Corresponding expenditure during the previous fiscal year was 
$79,954,000. 


23. Expenditures of the Department of National War Services chargeable to 
the War Appropriation amounted to $3,112,000 during the fiscal year ending 
March 31, 1942. This compares with an expenditure of $2,370,000 during the 
preceding fiscal year. The total of $3,112,000 may be itemized as follows: 
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Departmental Administration... ..........6..+..00<e2$ 84 ,000 
Me IGE A OT an os. ois sc o's wv es 4 oa HOvubbea 274 ,000 
OTTO IAA 6) pee A ae Se ae A RO ert 2 634 ,000 
Division of Human and Material Resources, General. . 21,000 
eo sk ke We aeme eer. 157 ,000 
Pmmaamriimoone. oe Tai ere ee, 709 ,000 
ene See remem eS. OF AO | HS. ce w ep wad whe 27 ,000 
Oe Pom enntinorCeNSOrslip. .. 2... s+ .+ ass +e olveel 22 ,000 
Ronee s Vomminry Services... ee eee 1,000 
MUMIA Th ce le lla ek es ee 8 ,000 
Payments re Auxiliary War Services................... 1,175,000 


$ 3,112,000 


24. Included in the estimated total war expenditures for 1941-42, estimated 
at $1,351,553,000 are various expenditures by the non-war departments for 
services or activities arising directly or indirectly out of the war and charged-to 
the War Appropriation. The total of these expenditures, not including loans 
and investments referred to above, amounted to $71,062,000 as compared with 
$22 ,044 ,000 during the preceding fiscal year. 

The following table gives a detailed itemization of these expenditures 
classified by Departments and Services: 


Agriculture— 
Agricultural Supplies Board Administration... .$ 22 ,000 
Flour and Feed Administration............... 13 ,000 
Advertising, 1940-41 Commitments........... 25 ,000 
Publishing Wartime Pamphlets... .......0....0... 6 ,000 
Compensation of Inspectors of 1941 Flax....... 5,000 
Ktrich Flax Tow Scutching Machine.......... 67 ,000 
Vanhawert Turbine-Flax Scutcher............. 8 ,000 
Installation of Experimental Refrigeration... .. 19 ,000 
Experimental Shipment of Eggs to Great Britain 2,000 
Bacon Hog Advertising Programme........... 29 ,000 
PAL TOUUCHION—- POCTAMIME . 4... 6.5. shee 8 ,000 
BIOS OL OP D UR a. 8 dew oars ban & s Gleeson 305 ,000 
Bacon board Ayiministration .... ..,.... 6-95, 53 ,000 
Bacon Exportpaueidy os... 2.» -beddinicce-) 2,281,000 
Dairy Products Board Administration......... 11,000 
Cheese Exports to the United Kingdom........ 1,784 ,000 
Nova Scotia Apples, 1941 Crop...$ 1,359,000 
Less refund on account 1940 Crop. 1,200,000 
ao 159 ,000 
British Columbia Apples, 1940 Crop........... 182 ,000 
British Columbia Apples, 1941 Crop........... 311,000 
Freight Assistance on Western Grains, 1940-41 
SE SOS ee Aiea eal it cee i I ae a 170 ,000 
Freight Assistance on Western Grains, 1941-42 
ernie Oe cae: Os A ee 3,802 ,000 
Special Products Board Administration........ 13 ,000 
Payment to increase Income of Farmers in 
Spring Wheat Area of Western Canada...... 16 , 298 ,000 
Inspection and Grading of Fibre Flax.......... 6 ,000 
Equipment for Dehydration of Apples......... 7,000 
Dehydration of Vegetables...........-.++4:-- 132 ,000 
REE, GAN, ahd oo 5 5 6a 3 ob pin eee nee 6 ,000 


$ 25,724,000 
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Auditor General’s Office— 


Adit Or-War Hxpenditurers.25. os see ene 


Civil Service Commission— 


Adeition a GWaheMxpenses.. (se. i ee 


External Affatrs— 

Departmental Administration... 24.2.2) 3a 
Offiee of the Prime Minister... eee 
Representation Abroad’) >. 2... 0.) ameme mere 
Evacuation of Offices Abroad’: 2.465. 
Consular Services, St. Pierre, Miquelon and 

Greenland cas. dss dnone Cooke ee eee 
Permanent Joint Board on Defence............ 
Payments to Canadian Government Employees 

evacuated from enemy occupied Territories. . 
Expenses of Canadian section of Joint Economic 

Committee so:. . saxshagess- sects Io- lad -4 


Finance— 
Payment of premium on purchase of Dominion 
of Canada Registered Stock................ 
Office of the Comptroller of the Treasury— 
Dependents’ Allowances and Outside Offices, 


Royal: CanadisiyNiinte. 24. ne eee 
Wartime Prices and Trade Board— 
Licence Divisione. 5... ..0 eee ee 
AGMinistratien &<. cm (cnen gee eee ee eee 
Furniture and Equipment. ....2.h¢2%4 514... 
Subsidies, etc., due to application of order 
placing céiling on prices... ~..........eeeueee 


Fisherves— 
Canned, Lobstéf @ontrol , . 4.-7.n6n8e shrines 
Wartime Fisheries Advisory Committee........ 
Committee re Japanese Fishing Boats.......... 


J ustice— 
Prize: Court 2s olindn 8). eee ee eee 
Defence of Canada Regulations..:...........- 
War Measures Act). .....) tes sg nen ee 
Arvida Commission of Enquiry............... 
Royal Commission re Hong Kong Expedition... 


Labour— 
Vocational Training for Discharged Members of 
Canada’s Armed Forces 


eeceeeee 


Cost of Living @ommiscione: "12.2 ee ee 
Wartime Wages Policy Civil Employment Re- 

INSLALeEMent A eeUlaAtIONA, 4.1502 ieee k ae eee 
Labour Supply Investigation Project 
National War Labour Board 


oe S10) UO ere, (6 6 &, ie a Se. 8 ele 
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COS LG Bekele. eo 8 


$ 244,000 


10 ,000 
76,000 
23,000 


4,000 
2,000 


8 ,000 


16 ,000 
5,000 


8,100 ,000 


3,864 ,000 
80 ,000 


139,000 
1,208 ,000 
94,000 


3,242 000 


103 ,000 
1 ,000 
5 ,000 


6,000 
35 ,000 
4,000 
9,000 
7,000 


150,000 


238 , 000 


388 ,000 


16 , 727 ,000 


109 ,000 


61,000 
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Labour—Concluded 


Interdepartmental Committee on Labour Co- 
PRAIA AS Nt eg yk soca dca -avsieceths Mates oi 


National Labour Supply Council.............. 
Assistance to Necessitous Dependents 1940-41. . 
Assistance to Necessitous Dependents 1941-42. . 
Training men for R.C.A.F. Ground Crews...... 
Pureuise oO: WViacnine Tools... 2... see ee ee ee 


Enlistments in His Majesty’s Forces re Youth 
A OB ie i dos GG ele Ob a 


Skilled and Semi-Skilled Occupations for War 
NU a SEES 2 0S | a 


Skilled and Semi-Skilled Occupations for War 
Work 1941-20008 of .accsee: fae 2 REIN 


Occupation History of Canada’s Armed Forces. . 


Advertising Intent and Purpose of Government 
Wages Stabilization Policy... ve. 2 hc. os 


Wmterio, PATI Ss bOUT DELViGe. coc 0 cere ce oe ok 


Specialized Training for Aircraft Manufacturers’ 
PAD DIOVEES... snantual Paodess aad Note. 8. 


British Columbia Security Commission........ 
PLanvOWe! LNVERROLY +o. ee. fa Gs ica in oes 


Mines and Resources— 


Metallic Minerals Division—Services to War 
oparinentana ae. eT oe a a tie 
Grant to Yukon Council..... ber Pam re a Sent Fy 
Prince Rupert—Cedarvale Highway........... 
Explosives Division—Administration of Regu- 
Pe Oe one od: epee ee A Se 
British Columbia—Road—Pinchi Lake........ 
National Parks Bureau—Alternative Service 
Ws ARGS Rang Cc a, © iat a, OM ae 
Dominion Forest Service—Alternative Service 
AV Gr CAN fs oe avy oan ae oe See 
Forest Products*haboratories..«...,..~..-.80/9a2. 
Dominion Forest Service—Internment Oper- 
Ba yee ee es ae ee ne 
Engineering and Construction Service—Alterna- 
tive Service Work Canipsioay cig eee. : 
General Expenses—British Isles and Canada. . 
Detention of Alien Seamen.....:..:--*seald . 
Canadian Interests in Enemy or Enemy Con- 
Prolleds Lerritoryed «biel TORO te @ BITS. 
Canadian Interests Abroad, Apart from Enemy 
Controlled Voritory.....r22c0es2e2 c2 a enetet 
Grants to National Advisory Council—Children 
amerilWh @h@ ete 2) ep pp ee eee eee Se ee Bb oe 
eet vacues COUGren. 6055 «noes we on we es 
Return of French Fishermen, SS. ‘“‘Angelus’’.. . 
Employment of Japanese Nationals........... 


9,000 
12,000 
10,000 
59,000 


1,489 ,000 


52 ,000 
25 ,000 


139 ,000 


4,430 ,000 


10 ,000 


31,000 
54 ,000 


14 ,000 
25 ,000 
43 ,000 


58 ,000 
20 ,000 
10,000 


12,000 
1,000 


237 ,000 


11,000 
16,000 


24 000 


98 ,000 
17 ,000 
17 ,000 


81,000 
5,000 


79,000 
1,000 
6 ,000 

71,000 


$ 6,559,000 


764,000 
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National Harbours Board— 


Halifax—Pxtension to Pier-92 24... 4 eee 
—Lighterage Berth at Fish Pier........ 
—Moorings for Ships under Repair..... 
—Equipment and Operation of Fire Tug 

‘“Rouille’s .: 2.5 . 2b he eee eee 

Saint John—Construction of Wooden Pile Dock 

Montreal—Purchase of Locomotive Cranes..... 


National Research Council— 


Special War Activities.....96 7! .20t 2a 
New Annex Laboratories... 2... J. eeoee 
Explosive Testing Laboratory); . 4) aqecieiieee 
Radio Direction:Finding Programs. ..-2..-4. 


National Revenue— 


Censorship of Publications 7) 120. sec ee eee 


Pensions and National Health— 
Treatment—Members and Ex Members Defence 


RCM: wae Bae tne 
Pensions—Defence Force, etc................. 
Air Raid, Precautionsincd...% cyan eee ee 
Investigations—Dependents’ Allowance Bd..... 
Inspection.of Industrial Plants i ees 
Public: Health Hneincerine: ss. eae eee 
Quarantine Service:)......2..2..4+4e eee 
Hire of Boat—Halitax...: . shag bhe dee cote 
Additional Accommodation—Departmental 

Hospitals: sca: 920. ae eee ee 
Fixtures and Furnishings. ..3..0 se ee eee 
Committee on Demobilization...7.... 0.0002... 
Processing of Bloodtr =...) 2 ee ee 
Additions—Camp Hill Hospital............... 
Additions—Lancaster Hospital................ 
Maintenance—Non-resident Seamen........... 
Committee’ on Reconstruction cry. cass tek- 
Extension—Nurses Home, Westminster Hospital 
Staff Accommodation and Recreation Building, 

St. Anne 


© Te) fe Eee Lert l ee ve) «ee: 6: “e co le le” Sore) tee et) sige, 0 )e 76. 6 66 Le ee 


Galgary. ci eedeak « 

Detention Allowance—Canadian Seamen 
Addition—University of Alberta 
mental Hospital) = oi... deca o sent eee 
Improvements—Deer Lodge.................. 
Alteration to Steam Mains—St. Anne 
Infectious Unit—Shaughnessy................ 
Post Discharge Re-establishment 
Reserve Stores 


oe @ 163 8: 6-6) © 


©, FS Oe Tel fon @ Fo 


a eres 6 he ee. Oe Ae se AO a Le 
SPE AS? Ger Se ee 8. Oa Oe Ce ea se Oe) Ve (CREM O ws eeease. 6) te 


PST ELM Re ee ae eee) Oe ee Ol eee a ke (Re Oem, (wie fe hee tea e SB eee 


627 ,000 
66 ,000 
204 ,000 


48 000 
589 ,000 
113,000 


246 ,000 
303 ,000 

55,000 
528 ,000 


eee we eee ee 


2,700 ,000 


96 ,000 
888 ,000 
620 ,000 

26 ,000 

15,000 

15,000 

52,000 

14,000 


100 ,000 
42,000 
9,000 
101,000 
52,000 
133 ,000 
10,000 
9,000 
35 ,000 


36 ,000 


43 000 
31 000 
53 ,000 


24 000 
15 ,000 
17 ,000 
23 ,000 
105 ,000 
340 ,000 
15,000 


$1 ,647 ,000 


1,132,000 


4,000 


5,619 ,000 


Post Office— 
RSE as ee $ 328,000 
eG 166 ,000 


Privy Council— 
Office of the Registrar of Orders in Council 


Public Archives— 
Compensation to staff evacuated from abroad 


Public Works— 


Additional Accommodation, C.O.T.C. Units. 61,000 
Ottawa—Daly Bldg., Annex.. ro ; 31,000 
Rock Island, Que. — Armoury... ae 11,000 
London, Ont.— Westminster Hospital. . pied 35 ,000 
Ottawa, Ont.—Base Army Post Office......... 64 ,000 
Jackson Building—Taxes....... 31,000 
Extension of Jackson Building. . 166 ,000 
Record Storage Building........ 20 ,000 
Temporary Building No. 3...... 13 ,000 
Temporary Building No. 4..... 307 ,000 
Temporary Building No. 5..... 471,000 
Temporary Building No. 6..... 244 ,000 


Temporary Building for Depart- 
ment of Pensions and National 


Pee eo. cc nt Bins aaa 4,000 
Toronto, Ont.—City Delivery Building........ 10 ,000 
Temporary Building for Post 
Office Department.......... 62 ,000 
Vancouver, B.C.—Hospital.. RR He See. 147 ,000 
Furniture, ete. for wartime employees RN 5G 784 ,000 
Repairs, alterations, ero. to buildings. ........%. 946 ,000 
meahel OF new premiscs.... «0.0.6... 6. ee 462 ,000 
Dartmouth, N.S.—Wharf Improvements, etc... 202 , 000 
Missaguash River, N.S.—Interprovincial Bridge 22 ,000 
Shelburne, N.S.—Wharf repairs.............. 48 ,000 
Saint John (Courtenay Bay), N.B. Tae 130 , 000 
Lorne, Que. Dry Dock—Operation.. 2,000 
Repairs to Pieei uns PY. 15,000 
Midland, Ont.—Dredging.................... 10 ,000 
Esquimalt, B.C.—Dry Dock—Operation....... 13 ,000 
Dry Dock—Dredging....... 3,000 
Protection and Camouflaging. 5 , 000 
Provision for 24-hour telegraph service on 
te en BO ehh Lt «fs 10 ,000 
Port Hardy, B.C.—Wharf extension and shed.. 8 ,000 
Sidney, B.C.—Wharf improvements and repairs. 6 ,000 
Communication Facilities between Port Alberni, 
itoand Uciuelet, 6.C., Air Base........-. 23 ,000 
eumiendics sy). $5800. A Pe... Sa Ok 132 ,000 


Royal Canadian Mounted Police— 
Pear maeraced. oF) 10. Ne AAG RO Pep aay OS. Ga LA 


Secretary of State— 


Peeoeniment (perations: ...5 0.2 50+ eae 3 8 os 77 ,000 
BEMPETINOTONIO. , ove ax oe aes ence es rae 81,000 
CAIN fe ens. cette tres mee 21,000 
eee. edn. Fee Pd ee he pea aes 7,000 


6 6 Me ae Sele in fa ew fe re) 


VOUS eS ee 6a wee, ee ae 


$ 


494 000 
4,000 


3,000 


4 498,000 
3,009,000 


186 ,000 


Trade and Commerce— 


Ganadian. Shippingaboard...3 uae ee $ 32,000 
Px port Permit- brane ice ee 46 ,000 
Shipping Priorities Committees. we eee 2 ,000 
Sor sore 80 ,000 
Transpori— 

Meteorological Services. .°2 ...4an eee ee 209 , 000 
Radio Interception and Monitoring............ 391 ,000 
Civil Aviation ee. si! oy eae eee ee 135 ,000 
Wariné, Service CLeawiers....- 2 aoe eee 94 ,000 
Nautical Services tas. .c i ..n ee eee 25 ,000 
Aids to Navigation, 2.°: iota eee eee 50 ,000 
Compensation to Masters and Crews re loss of 

personal effects... 2 ae ee ee 25 ,000 
Administration of Pilotage.. ae eee 12,000 
Office of Director of Merchant Seamen........ 341 ,000 
Installation of Degaussing Equipment........ 171,000 
Additional Harbour and Transportation Facili- 

ties—Halifax 5. eke cece eee 1,932 ,000 
Salvaging of Gaptured Vesselse 2) es met es 13 ,000 
Ottice of the Transport’ Controller... o- 83 ,000 
Balance re payment to Yukon Southern Air 

Transport and Trans-Canada Air Lines...... 10,000 
Purchase and Repairs re Motor Tug ‘‘Francois’’ 29 ,000 
Stores; etc; G.G.5.0 Montcaitne= = sme ete 100 , 000 
Dredging in St. Charles River, Que..........-- 32 ,000 
SUE Vc <cco ee ree hs ENP ee 14 ,000 

—— 3 , 666 ,000 


$ 71,062,000 


25. Reference has already been made to the fact that included in the total 
estimated outlays for war purposes during the fiscal year 1941-42 was the sum of 
$42,480,000 representing outlays made under authority of the War Appropria- 
nen Act 1941 and carried forward as Active Assets. This amount is made up as 

ollows: 


Advances to Commodity Corporations under Depart- 


ment of Munitions andSiupplyiie . Ban tae $ 24,331,000 
Purchases of Railway Equipment? re. . Aer . ee 1,027 ,000 
Working Capital, Canadian National Railways...... 17 , 122 ,000 


$ 42,480,000 


Since the beginning of the war advances have been made to provide 
working capital for commodity corporations set up by the Department of 
Munitions and Supply and for other companies. The following table shows the 
net balances in respect of these advances as at the close of the fiscal year 1941-42: 


Commodity Corporations— 
Melbourne Merchandising Company Ltd. (Wool)$ 5,531,000 
Fairmont Company Ltd. (Rubber and hides)... 11,955,000 
Plateau Company bid. (Silk)..........<...<4- 958 ,000 
———_—— §$ 18,444,000 


— 


oe a 


Other Companies— 


Atlas Plant Hixtension Ltd.e.ecii ol elec: $ 6,207 ,000 
Research Enterprisési Ltd s.i2 Jie i 22 2: 285 ,000 
Micums Seebl Corpo lider: Janos Anciiindy. 4 ,000 ,000 
Johivbertram and Cowles 2 elo yh. obi: 312,000 
Dominion Steel and Coal Corp. Ltd............ 1,577 ,000 
English Electric Co. of Canada Ltd............ 777 ,000 
Steel Company of Canada Ltd................ 2,545 ,000 
An inacmmandGanada) Lid... .22is-. curd smecss 75 ,000 
——__—__— 15 ,778 ,000 


$ 34,222 ,000 


Of the above total of $34,222 ,000, the sum of $9,891,000 represents the agere- 
gate of the net balances as at the close of the preceding fiscal year 1940-41, 
thereby making the net advances for the year $24 ,331 ,000. 


The advances to the commodity corporations have been brought to the 
account as assets because the funds represent either cash balances in the hands 
of the corporations concerned or are invested in commodities, such as rubber, 
leather, silk and wool, that are readily marketable after the war as commercial 
commodities. The advances to producing companies will be invested in com- 
modities, goods in process, etc., that may not be readily saleable in the com- 
mercial markets after the war, although in some lines at least a considerable 
sum will no doubt be realized by liquidation. For this reason advances of this 
latter type have been charged to expenditures for the year in which they were 
incurred. 


Advances by way of loans repayable over a specified period have been made 
to a number of private corporations to provide additional plant and equipment 
facilities. Repayments in the amount of $4,582,000 have been received, and the 
balance outstanding at the close of the fiscal year is shown at $15,778,000. 


26. In addition to the foregoing advances, there have been advances made 
under authority of Section 3 of the War Appropriation Act, 1941, which are 
recoverable from the Government of the United Kingdom or from other allied 
governments. ‘These advances were made to facilitate the provision of services 
for the said governments. The charges which are broughf, to account against 
the respective governments are for services and supplies, suzh as services arising 
out of recruitment and training in Canada of the nationals of allied governments, 


‘and supplies, repairs or equipment for units of the Royal Navy or naval vessels 


of allied governments entering Canadian ports. 


Recoverable vouchers are raised by National Defence authorities at points 
of origin and are cleared to Ottawa where they are brought to account against 
the governments concerned and billed regularly. On the whole these accounts 
are repaid promptly by the respective governments. Naturally the major 
participant in this type of operation is the Government of the United Kingdom. 


Under Army Services there are charges arising out of the operation of 
internment camps in Canada for prisoners of war and internees sent from the 
United Kingdom. As at March 31, 1942, there was a balance owing on this 
account of $854,000. The Naval Services has a large operation arising out of 
the servicing of His Majesty’s ships at Halifax and Esquimalt dockyards and at 
other points. A similar service is rendered to Canada’s naval units when they 
are in United Kingdom waters. Under Air Services the major operation arises 
out of the Air Training Plan in Canada. This has resulted in substantial 
charges against the United Kingdom for equipment purchased in lieu of a 
contribution in kind provided for by the original agreement, and also charges for 
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supplies, services and construction work arising out of the establishment and 
operation of the R.A.F. Special Schools in Canada. The debit balance in these 
two accounts as at March 31, 1942, is estimated at $102,419,000, all of which will 
be adjusted when the new Air Training Agreement becomes operative as at July 
1, 1942. In respect of participation in the Air Training Plan by Australia and 
New Zealand, the former had a small balance owing of $2,812,000 as at March 31, 
1942, while New Zealand’s obligations had been fully met. 

It must be understood that corresponding services are rendered to Canada 
by the United Kingdom in connection with units of Canada’s Armed Forces 
serving in the United Kingdom. In this case the United Kingdom Government 
bills Canada, but necessarily settlements can only be made some considerable 
time after the services have been rendered by the United Kingdom authorities. 
It is impossible as yet to give a close estimate of the amount payable by Canada 
as at the close of last fiscal year but it is fair to assume that this will substantially 
offset the amounts due the Dominion. 

An estimate of the amounts owing to Canada, as at March 31, 1942, in 
respect of recoverable advances made under Section 3 of the War Appropriation 
Act, is as follows: 


Army... (2if% . 23 DORs, Ae Te zy ot one. 10. baste 9 1,595 ,000 
Navy: 24. 189. 900 15598 Sean PRe oie ae 11,862 ,000 
Ain. lovaoy i ol No Ree Spot OF 280 a: 1,017 ,000 
Internment Operationsr:. 0 dalr Ceol Pads oad .2eoag: 854 ,000 
RiAc Ws SpeciahSchoolse: amak ar otguows! Ae. HT. 53 , 730 ,000 
BiG Ad. P.--U Ke Bbaquipment en.eOn, in. OORians, : 48 ,689 ,000 
B.G.A.T.P.—Australia’s sharesiniibipuee. Of awa 2,812,000 

otal lee ae ee ee eae $ 120,559,000 


27. Before leaving this summary of war expenditures, it may be well to 
call attention to the indirect assistance given to the Government of the United 
Kingdom during the fiscal year under review. In the past such assistance has 
taken a form which did not result in direct Government expenditure. Since 
the passing of the War Appropriation (United Kingdom Financing) Act, 1942, 
this situation has been substantially changed, as will be explained in later para- 
graphs. 

During the fiscal year 1941-42, the deficit of the sterling area in Canadian 
dollars amounted to approximately $1,100 million and this deficit was financed 
by Canada. Slightly less than $48 million was financed by private repatriation 
of securities, gifts and other private transactions. Of the remaining $1,050 
million which required Government financing, $365 million was financed by the 
repatriation of Government securities, Canadian National Railway guaranteed 
and unguaranteed securities and other Government guaranteed securities. The 
remainder, namely $685 million, represents sterling which was accumulated 
by the Foreign Exchange Control Board during the year. 


The War Appropriation (United Kingdom Financing) Act, 1942, received 
Royal Assent on March 27th last. Its three main provisions were: (1) the 
granting of a billion dollar gift to the Government of the United Kingdom to 
finance the purchase in Canada of foodstuffs, raw materials and munitions of 
war and to defray other expenditures incurred in Canada for war purposes; 
(2) the granting of authority to repatriate all Dominion of Canada direct and 
guaranteed securities and other Canadian National Railway securities held by 
British investors; and (3) the conversion of sterling balances accumulated to the 
credit of the Government of Canada to an amount equivalent to $700 million 
(at the exchange rate of $4.45 to the pound sterling) into a Canadian dollar 
obligation which is not to bear interest until after the termination of the war. 


| 
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The conversion of sterling balances into a Canadian dollar obligation did 
not take place until after the close of the last fiscal year. In regard to the 
repatriation of securities, one delivery of securities was received before the 
close of the fiscal year. The value of these securities at the vesting prices, less 


interest included therein, amounted to $222,724,000. The securities so pur- 


chased by the Dominion Government were classified as follows: 


Dominion of Canada obligations..........00.000.....05. $ 25,338 ,000 
Canadian National Railway securities— 
Dominion guaranteed...........0..... $132 ,841 ,000 
Unevaranteedsisiyc 220. G80, 2. Ta anes. 63 ,624 ,000 
—______—. 196,465,000 
Other Dominion guaranteed securities.................. 921 ,000 


$222 ,724 .000 


In accordance with the terms of the Act, Canadian National Railway 
securities to the value of $191,603,000 were turned over to the Railway Company 
and a temporary loan for this amount was made to the Company to enable it 
to acquire them. At the close of the fiscal year all the other securities were 


-held by the Dominion with the exception of a small Dominion sterling issue 


which was cancelled. 

The Act provided that the Minister would acquire from the Foreign 
Exchange Control Board such sterling balances held at the date of the com- 
mencement of the Act as were not required for the repatriation operation, 
the conversion of the $700 million of sterling balances and the current operations 


’ of the Board. The cost of acquisition of this surplus sterling was to be charged 


to the billion dollar gift and as the sterling balances involved represented 
accumulations to meet the United Kingdom’s Canadian dollar deficit during 
the major part of the month of March, it had been intended that the amount 
should be charged to the accounts for the fiscal year 1941-42. However, it 
was not possible to complete the necessary arrangements and estimate the surplus 
sterling until after April 30th, the last day on which an expenditure incurred in 
respect of the fiscal year 1941-42 could be charged to that fiscal year. Accord- 
ingly the cost of this surplus sterling, namely, $76,429,000, will appear in the 
Government’s expenditures for the current fiscal year. 


SprcrAL EXPENDITURES 


28. Expenditures classified as Special Expenditures for the fiscal year 
1941-42 are estimated to total $62,879,000, which compares with $42,869,000 
for the preceding fiscal year, an increase of $20,010,000. Payments of awards 
under the Wheat Acreage Reduction Plan are estimated to total $29,659,000. 
There was no expenditure on this account during the fiscal year 1940-41. 
Expenditures by the Dominion under the Prairie Farm Assistance Act in the 


’ form of advances to the Prairie Farm Emergency Fund, as provided for in the 
Act, are estimated at $11,836,000, an increase of $7,460,000 over the preceding 


year. The cost of administering this Act is estimated at $420,000, an increase 
of $74,000. 

29. The remaining item under Special Expenditures which shows an increase 
is the provision for reserve to meet deficits resulting from the operations of the 
Canadian Wheat Board. ‘There has been added to this reserve account $12,- 


571,000, an increase of $2,071,000 over the provision made for this purpose in 


the accounts of the preceding fiscal year. 
As reflected in the Public Accounts for the year ended March 31, 1940, 


an advance of $52,000,000 was made to the Canadian Wheat Board to meet 


possible losses of the Board in respect of the 1938 wheat crop. During the 
fiscal year ended March 31, 1941, an additional amount of $10,499,677 was set 
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up in the Dominion’s books as a reserve to meet the deficit of the Board not 
previously provided for, on the basis of calculation made as at July 31, 1940. 
In the fiscal year now under review, an additional amount of $12,570,828 was 
added to the reserve account to provide for deficits of the Board not previously 
provided for, on the basis of calculations made as at July 31, 1941, to the close 
of the last crop year. These amounts, which aggregate $75,070,505, represent 
deficits resulting from the operations of the Canadian Wheat Board on the basis 
of calculations made as at July 31, 1941. 

From the reserve account there was advanced to the Board during the fiscal 
year ended March 31, 1942, the sum of $4,623,382, which amount enabled the 
Board to discharge its liability in respect of advances made by chartered banks 
to the Board and guaranteed by the Government of Canada in connection with 
the marketing of wheat crops up to and including the 1938 crop. Asa result of 
these advances the amount now held in the reserve account is $18,447,123. 

30. The total of the increases of the various items of special expenditure 
noted above is $39,264,000. Offsetting these increases there was a reduction of 
relief expenditures of $19,254,000, leaving a net increase in Special Expenditures 
of $20,010,000, as compared with the previous year. 


GOVERNMENT-OWNED ENTERPRISES 


The next major classification of expenditures comprises the losses of 
and the non-active advances to Government-owned enterprises, which are 
operated as separate corporations. | 


Canadian National Railways 


31. The operating revenues of the Canadian National Railways for the 
calendar year 1941 totalled $304,376,000, an increase of $56,849,000 or 23% over 
the previous year. With the single exception of the year 1928, this represented 
the largest revenue in the company’s history, and was more than double that of 
1933. 

Operating expenses of the railway amounted to $237,768,000, an increase 
of $35,249,000, or 17-4% over the preceding year. 

Net revenue available for interest on the railway’s debt amounted to 
$54,361,000 compared with $33,474,000 in 1940. After payment of interest 
charges of $44,698,000 on debt held by the public and interest charges of 
$5,647,000 due to the Government in respect of temporary loans for capital and 
refunding purposes there was a net cash surplus of $4,016,000 compared with a 
cash deficit of $16,965,000 in the previous year. ‘This cash surplus, the first 
since 1928, was paid over to the Government in redemption of temporary loans. 

The operating deficit of the Prince Edward Island Ferry and Terminals 
during 1941 was $424,000 compared with $461,000 in. 1940. 


Canadian National Steamships 


32. The operations of the Canadian National (West Indies) Steamships 
Limited in the calendar year 1941 resulted in a cash surplus of $1,206,000 after 
payment of interest on bonds held by the public but before depreciation and 
interest on advances from the Government. The comparable figure for 1940 
was $666,000. The operating surplus was paid to the Government as interest 
on advances (current and arrears). 


National Harbours Roan 


33. The operations of the facilities and harbours under the administration of 
the National Harbours Board recorded a slight gain over 1940. Operating 
income for the calendar year, after payment of interest to the public but before 
depreciation and interest on Government advances, totalled $5,174,000 com- 
pared with $4,942,000 in 1940. 

Financial assistance provided by the Government to the National Harbours 
Board and charged to Dominion expenditure totalled $791,000. This amount is 
made up as follows: $33,000 for the operating deficit of the Churchill Harbour; 
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$342,000 for non-active advances in respect of the deficit of the J acques Cartier 
Bridg¢ at Montreal; $400,000 for the retirement of debentures of the Quebec 
Harbour Commission; $2,000 for the redemption of debentures of the Saint John 
Harbour Commission; and the remaining $14,000 for miscellaneous capital 
expenditures at various ports. , 


The elevators at Port Colborne and Prescott operated at a profit during 1941 
and the Government received $213,000 from these sources which was credited to 
Ordinary Revenue. 


Summary 


34. ‘The total amount charged to Government expenditures resulting from 
the operating deficits of, and non-active advances to, all government-owned 
enterprises totalled $1,215,000 as compared with $18,182,000 in the previous 
year. ‘This decrease of $16,967,000 was due entirely to the better operating 
results of the Canadian National Railways, as there was a slight increase in 
expenditure on other government-owned enterprises. Loans and Advances 
to government-owned enterprises which are treated in the Public Accounts as 
Active Assets are referred to in a later section. 


OTHER CHARGES 


35. The total of Other Charges, the final main category of expenditures, 
is estimated at $31,993,000. 


The principal item included in this total is $25,000,000, to increase the 
reserve to meet possible losses on ultimate realization of assets treated as ‘‘active”’ 
in the Dominion’s balance sheet. This is the same amount as was provided for 
in the Public Accounts for the year ended March 31, 1941. 

In addition, there was the usual annual write-off of Soldier and General Land 
Settlement Loans estimated at $271,000, and cancellation of Canadian Farm 
Loan Board Capital Stock, amounting to $10,000. The provision for a further 
reserve of $25,000,000 and the write-offs from Active Assets result in a propor- 
tionate increase in the net debt of the Dominion. 

36. The Canadian National Railways Securities Trust Stock, representing 
the proprietor’s equity of the Dominion in the Canadian National Railways, 
has been increased by $4,016,000 due to the surplus earnings of the Canadian 
National Railway System for the calendar year 1941, and also by $99,000 due 
to the capital gain on redemption of Grand Trunk Railway 4% Perpetual 
Debenture Stock at a price below par in Canadian funds. Both these items are 
offset by similar amounts included as special credits to Consolidated Fund already 
referred to under Revenues. 

37. Write-offs from Non-active Assets include $2,539,000 from the Canadian 
National Railways Securities Trust Stock, representing line abandonments during 
the calendar year 1941, and $58,000, the yearly established loss on Seed Grain 
and Relief Accounts of the Department of Mines and Resources. Both these 
items are offset by similar amounts of other credits already- referred to under 
Revenues. 


SuMMARY OF EXPENDITURES 


38. The grand total of expenditure for the fiscal year 1941-42, under the 
various categories enumerated, namely, Ordinary Expenditures, Capital Expendi- 
tures, War Expenditures, Special Expenditures, Losses of and non-active advances 
to government-owned enterprises, and Other Charges, is $1,894,966,000. 

39. The following table shows the percentage distribution of revenues and 
expenditures for a number of important items of revenue and expenditure. 
Receipts from various taxes and other revenue sources are shown as percentages 
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both of total revenues and of total expenditures. Similarly, several of the main 
items of expenditure or groups of such items are shown as percentages both of 
total expenditures and of total revenues. This table should only be used for 
the purpose of drawing broad conclusions as to the relative burdens imposed 
on the treasury by the several important services or obligations of Government. 


PERCENTAGE DISTRIBUTION OF REVENUES AND EXPENDITURES, 194142 


(000 omitted) 
Percentage 
Revenues adDenEh i of taal oie 
Revenues ne eid 
$ % % 
Ordinary Revenue— 

Income Lak: ss 05s cn seep 3 caer ee ee oo ee ee ee: fore 403, 607 27-25 21-30 
National Detente Vax...) a.) caaek rhe were ors eee ee te 106, 637 7-20 5-63 
PixGess profits tax, 6.)0220 ds... Ao Re ee ee es Pee eee 135,168 9-12 7-13 
Succession duties. /1;%). .a0 dees eee’. Stes SLO Lee, ee 6,957 0-47 0-37 
Gustoms bmiport DDutleds.. 2 & tse ee oer ee ee ee eee oe 142,392 9-61 7-52 
Exige. Duties. /5 os nc aw be bck a eee Ce ee eee ets e 110,091 7-43 5-81 
Sales: Tax oo... 0. fas oc ace oud ene eG ae ee Re see ee 236, 184 15-94 12-46 
War Exchange. Taxes 52 a a eae ee ee 100,874 6-81 5-32 

Manufacturers, transportation and communication, stamp 
TAXOS) OUC.. oxiccd oania'd es Aree Ee re RL ae 116,368 7-86 6-14 
Other tax revenlies. :<~2esc..ne- cerns Se GS. . eee) 2,637 0-18 0-14 
Total revenue from taxes............-. ME AOE Sane ee 1,360,915 91-87 71-82 
INOn=tax Te Venues... a2) iter en on dec as one pear 102, 569 6-92 5-41 
Total ordimafy Tovenue ..0em forkilig® needed aes 1,463, 484 98-79 77-23 
Special receipts and other credit@iu cs) ose we ee ee ek 17,801 1-21 0-94 
Grand Votal Reventes 2a. alae. hieceubin dies are 1,481,285 100-00 78-17 


PERCENTAGE DISTRIBUTION OF REVENUES AND EXPENDITURES, 1941-42 


(000 omitted) 
Percentage P 
ercentage 
Expenditures = peo d) fet iy to total 
rab eo Revenues 

$ % % 

Ordinary Expenditure— ‘ , 
tnterest on Public débt... 2.70 Sea! A eee 154, 270 8-14 10-41 
Cost of loan flotations and amortization charges.............. 16,430 0-87 1-11 
Priblie-Debt Chateoos?.us pln alatet eee eee 170,700 9-01 11-52 
Dubsidies CO provinces.:s5.. tia. cae sapere een egies geese Oe 14,409 0-76 0-97 
Compensation to provinces under taxation agreements............. 21E120 1-11 1-43 
Old: Ave Pensions, 220.) 4 oetai idan teem adhe eee. A mee: 29,612 1-56 2-00 
(ivi pensions and’ superabnuabion .; 2 cy soak: ate peeeecde tere 445 0-02 0-03 

Pensions and after-care of soldiers— 

Pensions, war and military... sce oe ee ee ee 40,582 2-14 2-74 
Treatment and after-care of returned soldiers................. ies 0-67 0-86 
Total... 2c...) ss OE ae ee eee 53,015 2-81 3-60 
Aerie tine... ithe eR acy tails Pont) ON yh ieee Ree ee 8,437 0-45 0-57 
BRB OIC grag a;c seme hie ea Tike ot 5.1 OF ie tae ae Rte 1, 684 0-09 0-11 
Leni sla tion, hairs oP iE YO eA ee 2,232 0-12 0-15 
Manes aid .Rosbuncesec, o. fateh hes ce Sarat eu eae Ae 10,727 0-57 0-73 
SORE ON GA a autees a tes khes iis cur ak bie Freie eatin i oe 41,495 2-19 2-80 
Public Worksite? oso. i eee 2 A ES | See Ie 11, 936 0-63 0-81 
di Ro IS te SORA Sa GR i SW ee oe NY eee at ee TSEC 15,448 0-82 1-04 
A ORG eee ta Lae ee EE 5 Ot Drees Shed nae al 2 62,409 3-29 4-21 
Fotel Ordinary dexspeuditures A chrrcsrest veare ta. desea 443,969 23-438 29-97 
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PERCENTAGE DISTRIBUTION OF REVENUES AND EXPENDITURES, 1941-42—Concluded 
(000 omitted) 
SSS 08060600... 
| 


Percentage P 
: Amount of total ercenvage 
Expenditures (estimated)| Expendi- to total 
fives Revenues 
: as 
Capital Expenditure— 7 “? 
No aL auecall gos J: iit orl i ot aa a ae res 5 — 
CEES ag ee TN SE ee 0 a a 3,002 0-18 0-23 
Total Capital Bapenditufe. . 772.20) 22) feo ee): 3,008 OTP yg: ie 0-23 
oo SA aaa er eee 1,351,553 71-32. 91-24 
Special Expenditures— 
een vs cet ie i aT a, TOR deed A be ae cn 8,393 0-44 0-57 
Prairie Farm Assistance including wheat acreage reduction.. 41,915 2-21 2-83 
Mnone wieeleying CuATaNLeCs. .u.....0.....cl ms teee lds clon 12,571 0-67 0-85 
Pred eGal FEEDENGIUILG.. .. «1s anc aces Anes stsmen nec 62,879 3-32 4-25 
Government Owned Enterprises— e 
Losses charged to Consolidated Fund— 
Prince Edward Island Car Ferry & Terminals and National 
PE hos akin 8 10 EO tend alia Sig mR A ll he ek SGN th ce te 457 0-02 0-03 
Loans and Advances non-active— 
BOUTS PROTO soo. ols con cie nenelbes co deeee tee 758 0-04 0-05 
Total Government Owned Enterprises................ 1,215 0-06 0-08 
Other Charges— : 
EGG mn MEL AERR PN os chu, c-ihs s sis iodece Waine dade ea deed une 27,878 1-47 1-88 
Canadian National Railways Securities Trust Stock.......... 4,115 0-22 0-28 
Ne re PPE 6 al cichc a ches on anced ce hea wnw Oe 31,993 1-69 2-16 
Ccrmnde) ofall fexpenditures,..c.. i. oleestsdets then 1,894, 966 100-00 127-93 


OVER-ALL DEFICIT 


40. As total revenues for the fiscal year 1941-42 have been estimated at 
$1,481,285,000 and total expenditures at $1,894,966,000, the estimated over-all 
deficit (or increase in net debt) for the year is $413,681,000. In the preceding 
fiscal year a comparable deficit was $377,432,000. 


LOANS AND INVESTMENTS 


ActTIVE ASSETS 


41. In addition to the expenditures for the year, as already outlined, the 
Dominion has made disbursements for the acquisition of investments which 
are treated as active assets in the Public Accounts. These active assets are 
deducted from the total direct debt in arriving at the figure of net debt. The 
net increase in active loans and investments during the fiscal year 1941-42 
is estimated at $616,147,000 as compared with $362,370,000 in 1940-41. This 
increase is fully itemized i in the table under section 56. 


Loans to Provinces 


42. As was shown in the Public Accounts for the fiscal year ended March 
31, 1941, loans made to the Western Provinces under authority of the annual 
Relief Acts and outstanding at the close of that year totalled $157,492,294.23. 

No loans have since been made and during the year under review repay- 
ments were received from the Provinces of Saskatchewan and Alberta in the 
amounts of $171,272.74 and $46,000.00 respectively. These repayments left 
the net amount outstanding as of March 31, 1942, at $157,275,021.49, divided 


by:Provinces as follows: 


Manitoba 20601 ee 8 ee Ce ee PS AQI2L 21S AS 
Saskatchewan. ..4. Ace ae ee 71,341,419 95 
Albertase Stee aS are ey PR ee 25,972,000 00 


34,744,387 36 
ANs{ ieee SOR IM cu. $ 157,275,021 49 


43. The following table shows the net loans made to each Province during 
each fiscal year: 


NET LOANS TO PROVINCES UNDER RELIEF ACTS BY FISCAL YEARS 


: Saskat- British 
ara: Manitoba chewan Alberta Cighannea Total 
$ $ $ $ $ 
Dobe iin as Bogen 8 ek bate aay 2,788,812 10,934,341 4,097,740 4,813, 124 22,634,017 
i BUSY SSe aetna iat niyo as (ik 2 5,171,904 7,578,556 1,902,041 912,636 15.565, kor 
1 OS ed Oe eis CES aes ccce excesses caste De OG IAS! 5, 469, 240 4,050, 743 1,321,761 13, 115,027 
AU peepee es uate savin Bees 2,874,631 10, 141,014 1,926,476 7,966, 714 22,908,835 
MSO yf aiec-cka SAGs ops Pace a ee 2,396, 226 14, 245,478 13, 104,000 12,558, 445 42,304, 149 
Ree Oo epee teak vad cee 4,626,000 6,058,879 805, 198 3,972,400 15,462,477 
Idea eee aiekf ean ao ones 2,959, 188 11,604, 787 193,000 1,541, 636 16, 298,611 
POS Sao Ore een tee oletala «ae ere 1,405,499 13, 708, 847 — — 129,506 14, 984, 840 
ONO) ce sd ade te eo ko os ome 1,882,493 9,190,681 — 53,698 1,546,552 12,566,028 
BORA dss MO fa eee — 355, 924 1,637,007 —7,500 240, 625 1,514, 208 
OES 2 DAN REN Ramee anne Hey? — —171,272 — 46,000 — —217,272 
26,022,112 90,397,558 25,972,000 34, 744,387 177,136,057 
Less Write-off as provided by 
votes 392 and 393 of further 
supplementary estimates, 
ISG 1b hie. « «hele Re 804, 897 17,682,158 — — 18,487,055 
Less Write-off Saskatchewan 
Treasury Bills re 1934-35 
Drought Area relief assumed 
by Dominion. (Principal $1,- 
~ 250,000; Accrued interest 
previous years $123,979.81)... _— 1,373,980 — — 1,373,980 
25,217,215 71,341,420 25,972,000 34, 744, 387 157,275,022 


classified as follows: 
Advances— 


Canadian National Railways 


44, During the fiscal year ended March 31, 1942, the Government made net 
advances to the Canadian National Railways in the amount of $251,721,580, 


Under Canadian National Railways Financing and Guarantee 
Act, 1941—for capital expenditures and retirement of 


miscellaneous obligations: 2 see Wctidswslew (PML te Rew $ ©6©11,943,000 
Under The War Appropriation (United Kingdom Financing) 

Act, 1942——Purchase of seeurities:.<.s....5 400 le eee 191 , 602 ,582 
Under The War Appropriation Act, 1941—Temporary Loan 

for Working Capital: is. ee ee es ee ee cee 17,121,725 
Under Canadian National Railways Financing and Guarantee 

Act, 1940—Purchase of Grand Trunk Railway Company 

of Canada 4% Perpetual Consolidated Debenture Stock. . . 11,784 ,932 
Under the Canadian National Railways Refunding Act, 1938— 

Retirement of maturing issues 1)’. erat! Ae tat eee 27 , 135 ,668 


Total Advances. \<.dutalf 19.26 sete $ 259,587 ,907 
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Repayments— 

Temporary Loan on account of interim deficit.............. $ 3,850 ,000 

Application of 1941 Surplus— 

. Advances—Financing and Guarantee Act, 1938........... 1,717,009 
Advances—Financing and Guarantee Act, 1939........... 1,110,409 
Advances—Senneterre-Rouyn Branch Line Construction. . 638 ,909 
Advances—Trans-Canada Air Lines.................0... 550,000 

Posdvinepayimentssegizl. OTL. aby Me jas, $ 7,866 ,327 
Pe CON I Coe eas fern sc bec as Aecas $ 251,721,580 


Under the authority of The War Appropriation Act, 1941, and The War 
Measures Act the Dominion purchased $1,027,426 of railway equipment which is 
being leased to the Canadian National Railways under the terms of a hire- 
purchase agreement. The Railway Company repaid instalments aggregating 
$1,509,141 under the terms of hire-purchase agreements relating to equipment 
purchased by the Government in the fiscal years 1935-36 and 1936-37; 1939-40 
and 1940-41. 


Canadian Pacific Railway Company 


45. Loans to the Canadian Pacific Railway Company made in previous years 
for relief purposes were completely liquidated by repayments aggregating 
$981,000. In addition, the Railway paid the fifth instalment of $441,000 under 
the terms of a hire-purchase agreement relating to certain equipment purchased 
by the Government in the fiscal years 1935-36, 1936-37 and 1937-38 at a cost of 
$5,730,000 and leased to the Railway Company. The Railway also paid the first 
instalment of $663,000 under the terms of a hire-purchase agreement relating to 
equipment purchased by the Government in the fiscal years 1939-40 and 1940-41 
at a cost of $9,951,000 and leased to the Railway Company. 


Other Loans and Investments 


46. In the fiscal year ended March 31, 1942, the Government purchased an 
additional $25,000 of the capital stock of the Canadian Farm Loan Board. 
Capital Stock in the amount of $10,000 was cancelled and written off. The 
Board repurchased out of surplus funds from the Government $1,000,000 of its 
34% Bonds. At the close of the fiscal year the Government’s investment in 
the Canadian Farm Loan Board was $36,537,000. 


47. The Canadian Broadcasting Corporation repaid $283,000 on account of 
loans made by the Government during the fiscal years 1937-38 and 1939-40. 


48, The Canadian Government Merchant Marine, Limited, repaid loans 
aggregating $750,000 made in the fiscal year 1940-41 in order to provide the 
Company with working capital. 


49. There was advanced to the Foreign Exchange Control Board in the 
fiscal year 1941-42 an amount of $400,000,000 in order to provide the Board with 
capital to carry on its foreign exchange transactions. 
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50. Loans totalling $230,000 were made to the National Harbours Board 
during the year for capital construction purposes at the ports of Montreal and 
Vancouver. In the same period, loans made in previous years were reduced by 
$1,210,000, leaving a net credit on this account of $980,000. 


51. Investments in Sinking Funds amounted to $486,000 during the fiscal 
year under review. This amount together with the amount held at March 31, 
1941, viz., $5,233,000, was written off to Redemption of Debt, as the 4% Loan 
of 1953-58, the 34% Loan of 1950-55 and the 34% Loan of 1958-63 were vested 
by the Government of the United Kingdom in August 1941. In turn these 
three sterling issues were purchased by the Government of Canada and cancelled. 


52. In the fiscal year under review the Provinces of Manitoba, British 
Columbia and Nova Scotia reduced by $740,000 loans made to them by the 
Dominion Government for house construction in the period following the first 
Great War. 


53. Loans for Soldier and General Land Settlement were reduced by pay- 
ments of $1,521,000, and, in addition $271,000 was written off and charged to 
Consolidated Fund. 


54. In the period April 1, 1941, to March 31, 1942, 4,309 loans were approved 
under the National Housing Act for an amount of $13,541,415, bringing the 
total approvals to March 31, 1942, to $76,784,145. During the fiscal year, the 
Dominion’s share of loans actually paid out, less repayments by borrowers, 
totalled $2,644,165. The net amount of loans under the authority of the 
National Housing Act and the Dominion Housing Act, outstanding on the 
books of the Dominion at March 31, 1942, was $16,254,095. Loans under the 
authority of the National Housing Act are made jointly by the Government and 
approved lending institutions and are secured by first mortgage or hypothec, 
running jointly to the Government and an approved lending institution. Loans 
are normally made not in excess of 80 per cent of the cost or appraised value 
of the completed property, whichever is the lesser. However, in the case of 
owner-occupied houses where the lending value does not exceed $2,500, a loan 
may be made up to 90 per cent of the said lending value. Since January 1, 
1940, new applications for loans are received only in respect of the construction 
of houses containing one self-contained dwelling place and where the loan does 
not exceed $4,000. . 


55. Under the Municipal Improvements Assistance Act, 1938, no further 
loans were approved during the fiscal year ended March 31, 1942. From the 
inception of the Act to March 31, 1942, total loans approved totalled $7,801,000. 
During the said fiscal year, the amount actually paid out by the Government, 
less repayments, was $331,000. These loans bear interest at the rate of 2 per cent 
per annum and are amortized over a period not longer than the estimated useful 
life of the project. The province in which the municipality is situated is required 
to guarantee the payments for interest on and amortization of each loan. 


—— | 


) 
| 
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56. The following statement shows in summary form the net changes in 
active investments during the last fiscal year together with comparable figures 
for the four preceding years: 


LOANS AND INVESTMENTS, ACTIVE 
(000 omitted) 


ee ee eS ee eee eee 
Seeeeeea—w—oooewwaoOyoa0ananau9S9 


Bete 1937-38 1938-39 1939-40 1940-41* | Estimated* 


1941-42 
$ $ $ $ $ 
a ag oT iene aaa Pe a Sh aie 3, 843 4,336 |Cr. 2,798 |Cr. 61,963 |Cr. ttc 
Canadian National Railways........... Cr. 27,429 3, 841 21,479 105,573 251 722 
Canadian Pacific Railway.............. Cr. 211 iCr. 211ciCer Z1171Cr. aid. br: 981 
Canadian Farm Loan Board........ ah 3,848 2,834 2; 288 838 |Cr. 974 
Dominion and National Housing Acts— 

Mimtewe oye 68... koe Res od oe del « 1,678 2,657 4,393 8,805 2,644 
Municipal Improvements Assistance Act, 

PA ORG os g's chs a eo pe a hig Sotagh — 815 fa 1,718 pel 
National Harbours Board............... 1,890 692 947 |Cr 333 iCr 980 
Province of Sask. Power Commission... —_ — — 58 iCr. 4 
Provinces—under relief legislation....... 16, 299 14,985 12,566 1,514 |Cr. 217 
Provinces—Housing Loans, 1919......... Cre 19402"\ers 105 |Cr. 699 |Cr. 1,634 |Cr. 740 
Railway Equipment purchased......... 89 |Cr. 1,399 8,135 14,781 |Cr. 1,586 
Soldier and general land settlement..... 505. |Cr. 749 iCr. 1,116 iCr. 1,189 iCr. 1,521 
Bonmanian Goverament. |, oc... ces. 359 — a — m= 
Bank of Canada Capital Stock.......... _ 820 — — — 
Central Mortgage Bank—Capital Stock — — 250 — _ 
Canadian Broadcasting Corporation..... 500 iCr. 50 700 |Cr. 364 |Cr. 283 
Canadian National (West Indies) Steam- 

ee i ays « elvan v Beek 450 as — — — 
Canadian Government Merchant Marine. — a — 750 |Cr. 750 
Foreign Exchange Control Board........ —_ — — 325,000 400,000 

Met AGvaneesacss. sarc. | wee 399 28,466 49,045 388, 393 641,428 
Less write-offs— 
Soldier and general land settlement 
ee en ee —750 — 895 —1,643 —1,011 —271 

Canadian Farm Loan Board—Capital 

Berea? . 1st. cine. J ee. . —10 —14 —11 —12 —10 

Loans to Province of Saskatchewan— 

Drought Area Relief, 1934-35....... — — —1,374 = — 
Reserve for possible losses on ultimate ) 

realization of active loans and advances _ -- _— — 25,000 — 25,000 

Net change in active investments....... Cr 361 27,557 46,017 362,370 616, 147 


*Does not include advances by the Department of Munitions and Supply to commodity and other 
corporations described in section 25 (pages 22-23). 


LOAN FLOTATIONS 


57. During the fiscal year ended March 31, 1942, the Government issued 
obligations in the amount of $2,457,464,570 (including the increase in Treasury 
Bills outstanding but not the total amount of recurring issues of Treasury Bills 
made to refund outstanding Treasury Bills). With the exception of one 
$10,000,000 issue sold in New York, all issues were sold in the Canadian market. 
During the same period Dominion obligations in the amount of $964,335,201 
were paid off out of the proceeds of the new issues. The remainder of the 
proceeds, namely, $1,493,129,369, less cost of flotation, provided cash for direct 
and indirect outlays on war account. 
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58. The following table gives details of the amounts and terms of the new 
issues, including the prices at which they were sold: 
LOAN FLOTATIONS, 1941-42 


Price Yield at 
Issue Maturity Interest Where To ii Price to Amount 
Date Date Rate Payable paee Lie eles Gone Issued 
1941 % $ $ % % $ 
MAY mils porns May 1, 1942 1 Canada _— 100-00 — 1-00 250,000,000 
i eiy el eee ae May 1, 1943 21 New York os 100-00 — 2-25 10,000,000 
June LOR. ee Dec. 15, 1946 2 Canada 99-00 97-98 2-19 2-40 193, 286, 000 
ARCTSYENG Mile anes ee June 15, 1951 3 Canada 100-00 98-95 3-09 3:21 643, 534, 250 
July ly eee July 1, 1942 4 Canada _ 100.00 _ 4-00 33, 293,471 
(School Lands) 
Octet Gea as do Oct. 16, 1944 14 Canada _— 99-27 — 1-75 200,000, 000 
1942 
ity E82 Ra ae a Sept. 1, 1944 14 Canada 100-00 (x) 1-50 (x) (a) 57,169,000 
Mary ihe vation lsc Mar. 1, 1948 24 Canada 100-00 (x) 2-25 (x) (a)268, 924,000 
Marry Wire 2c Mar. 1, 1954 3 Canada 100-00 (x) 3-07 (x) (a)671, 410,300 
Various........jJune 15, 1945 | Non-Interest Canada 100-00 100-00 Nil Nil 4,553,219 
Bearing Certi- 
ficates. 
Various........}Various....... War Savings Canada — — 3-00T 3:-00T 84,333, 840 
Certificates. 
MarTOUus 9)... atae ect eeh sate a War Savings Canada — — Nil Nil ~ 960,490 
Stamps —-———_———— 


2,417,464,570 
Increase’in'short-termLreasury Billepic. uu ese os otras dee fete tne ein at Ce ca telat beanie ear ane a 40,000, 000 


2,457,464, 570 


(a) Preliminary figures. 
(x) Final costs for Second Victory Loan not yet available. 
(t) Yield to investor if held to maturity, seven and one-half years after issue. 


It will be noted that both the first and second Victory Loans were sold during the 
fiscal year under review. Each was an outstanding success. In the case of the 
first Victory Loan, total subscriptions amounted to $836,820,250 and the total 
number of subscribers was 968,259. The second Victory Loan offered in 
February last resulted in total subscriptions of $997,503,300 and the total 
number of subscribers was no less than 1,681,525. 

59. The following table gives the details of Dominion of Canada bond 
redemptions during the fiscal year under review. 


DOMINION OF CANADA BOND REDEMPTIONS, 1941-42 


Maturity Date Interest Rate mapdig = Amount 
G, $ 
NT A Dy TOE esas an cara bia's'aht de. lt ale sy ga ee 13 New York.... 20,000,000 
JC a Nee 25 Re a Pe RG os Re Cord de i 1 Canada....... 250,000,000 
Daly AG AOA aie, hares dune tee a ee (School Lands) 4 Canadas oie. 33, 293,471 
Cietober nl 6 ASAT co cores ou} cord sh « Retaee. «del colt GAR Ee 2 Canada....... 200,000,000 
mevemper 1), 1941 so ov hc sc alot a «tte eS 5 Canada....... 141, 663,000 
May: 1551942 (10: SA cko A ROOM, See 13 Canada. ..).... 93,818,000 
Jie A042 C1 nits dale aa cule eta ao ee See 2 Canadas... 59, 761,000 
Getober 17 1947°(2); etc Ae Aes Bre OP EO ee 24 Rondon. woes 4,201,913 
Wy ls T9608) Fs Suni caces feet Yq. cick Rae Ean a) heed tana aaa 3t London. ica 42,761,390 
epens Del Lr 90s. akc es Goer teehee. ene renee 4 Landons...... 68, 550, 263 
Sule 196313 )sie ents DOA eae, SL OU ed 3} Jsondaaiwa. 022% 44, 257,087 
War aie Wer Linombed. a... cosas: oie, ae ee 3 (4) Canada....... 4,551,948 
Non-Interest Bearing Certificates..............c0ceceee Nil Canada, . i 1,477,129 


$964, 335, 201 


(1) Amount converted into Second Victory Loan. 

(2) This issue was vested by the Treasury of the United Kingdom in January 1942. The amount (at 
par of exchange) purchased in the fiscal year 1941-42 was cancelled. 

(3) These issues were vested by the Treasury of the United Kingdom in August 1941. The amounts 
purchased, including Sinking Funds were cancelled. 

(4) Yield to investor if held to maturity, seven and one-half years after issue date. 
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60. The fortnightly issue of three months Treasury Bills was continued 
during the past fiscal year. The last issue made during the year was sold at a 
discount of 0-552 per cent. The amount of these Treasury Bills outstanding 
at the close of the fiscal year was $270,000,000, an increase of $40,000,000 over 
the amount outstanding at the beginning of the year. 


As at March 31, 1942, the average rate of interest on the Dominion’s 
outstanding direct funded debt (including Treasury Bills) was 2-90 per cent. 
This compares with an average rate of 3-06 per cent on the debt outstanding 
at the close of the preceding fiscal year and is probably the lowest average rate 
in the Dominion’s history. 


60a. It may be of interest to give a summary of Loan Flotations and Bond | 
Redemptions made by the Government of Canada since the outbreak of War to 
March 31, 1942. The record of such financing operations is found in the two 
following statements: 


DOMINION OF CANADA BOND REDEMPTIONS SINCE OUTBREAK OF WAR TO 
MARCH 831, 1942 


Interest Where 


Maturity Date Rate Payahile Amount 
% $ 

Oe IES URS a Ee, as See 4 Canada....... 17, 168,000 
RE Ee Pe cis | var Sous o.oo owen es 24 Canada....... 6, 242,500 
ug oo, Ae A ee «ee Sareea 2 Cannas... sh: 4,654,000 
ere O NIP PET TUES PE NG a eis bby volves bymatie esc ve ees nad 3 Canada....... 115,013, 637 
OR ET) I as a ne er ee 34 Lend ofis..cds 44 (1) 137, 058 ,841 
une iy MIGZAUL. Mass A ca JURE ROR EN Oh AS IN 7 cre Sa a 13 Canada... .4. 80,000,000 
Sept 8 SALE nt) Behe ba, cet lh oct oe 44 CANE ci. 75,000,000 
Oct UR ME oO oe fe ed ak. Wh ervi'ene Ronee Wain weed 4 Londoni4 we. (2)93, 926, 667 
AECL ESS | ea a ee 1 Canada....... 45,000, 000 
ay Re Re ce eats kin a oui Ob, ae a Ok 13 New York.... 20,000, 000 
May EE a ys vm ode etc ce Y aage oie 1 Canada, ..5 5: 250,000, 000 
Oct eh pr eg se oh \gg 5 up. 'n'&, weal pee oe GM.» 840.0, 0 “4 Canadas. 2... ¥: 200, 000, 000 
NY ra SRE wow a adtacavecesstuoess 5 (7QNRGH. 54 « 141, 663,000 
NE DO oN oih nig ceviche Ds >» se4 oct Geass vee wee 13 Cahadas.....4: (3)93,818, 000 
June ee ee oe AO, gd ne stp le dee y Canada.....2. (3)59, 761, 000 
Oct. ba PL 2 pai ie Age aan <4 al 23 ondons...... (4)4, 201,913 
May , TSS Ei. 2a’ Sige ie Ram ie a 34 London : (5)42, 761,390 
ES SS OR pe ee ae ae 4 London, ae a (5)68 , 550, 263 
July RE ON 85 toes jae sits, 400. «thie a No oid wie wip 'via oa we 3t TOBIN, sieht (5)44, 257, 087 
BV AP A AVIMESAOTUINICALES. .. 0.0... ae cect ees tne eawereeeete (*)3. Canada....... 4,746,413 
Non-Interest Bearing Certificates.............0..esseeeeees Nil Canada....... 1,655 632 
hs NE NS ae a a ae ee ee CS PPM ee tarry i meg 1,505, 478 , 343 

REcAPITULATION— ahd 
2S GSTS “ch epg EA ee Sear Se oe eee eee: Serer ee ee rere Ae 1,094, 722,182 
i art Viens ck bs PERS Coa wip had eavinid sin cath aah s 2 Ses eee ed weal ne Ls 20,000,000 
(A OE RS er ee eee eee errr res ee rer ee mre ae 390,756, 161 


1,505,478, 343 


(1) Due July, 1, 1950, called for redemption on April 17, 1940. 

(2) Due October 1, 1960, called for redemption on October 1, 1940. 

(3) Amount converted into Second Victory Loan. 

(4) This issue was vested by the Treasury of the United Kingdom in January, 1942. The amount (at 
par of exchange) purchased to March 31, 1942, has been cancelled. ; 

(5) These issues were vested by the Treasury of the United Kingdom in August, 1941. The amounts 
purchased (at par of exchange) to March 31, 1942, have been cancelled. 

(®) Yield to investor if held to maturity, seven and one-half years after issue date. 
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73 
NATIONAL DEBT 


61. At the close of the fiscal year under review the gross unmatured funded 
debt (including Treasury Bills) of the Dominion outstanding amounted to 
$5,866,071,000. Other liabilities consisting chiefly of Annuities, Superannua- 
tion and insurance funds, Post Office Savings Bank deposits, and various trust 
and contingent funds were outstanding on the same date in an aggregate amount 
of $742,949,000. The gross liabilities of the Dominion, therefore, totalled 
$6,609,020,000 as at March 31, 1942. On the other side of its balance sheet, 
however, the Dominion had active assets of $2,546,648,000 consisting of cash on 
hand and various active loans and investments (less reserves provided against 
ultimate loss on their realization). If, therefore, we deduct the amount of the 
net active assets from the amount of the gross liabilities, we arrive at a figure of 
$4,062,372,000 representing the estimated net debt of the Dominion. This net 
debt shows an increase over the corresponding figure for the close of the pre- 
ceding fiscal year of $413,681,000, which of course is the amount of the over-all 
deficit for the fiscal year ending March 31 last. 


62. The following is a preliminary statement or balance sheet showing the 
liabilities and assets of the Dominion as estimated at March 31, 1942: 


LIABILITIES—MARCH 31, 1942 


(estimated) 
Pa POUL erer emUGEDLION FUNC, os. ssn ys wee 68a leds Ses ows Ses Oe os ROI ENON Se asae $ 4,478,000 
Post Office Money Orders, Postal Notes, etc.; outstanding. .....0. 04 Jae cee es See ce oe ee oes 6,900,000 
Seen ea aC NG CLODOSILS soooec sous. OS ve ewe bea hove eons Ob oe ean aks nese MEE Pes 21,678,000 
Insurance and Superannuation Funds— 
Rta te GRP SEITEN SIS, (ols cca a's sc chess betas G etvinls + «4-0» o Slaiein wie. < vrai ve $ 172,970,000 
Bianwranve-dunds-Givil Service. .vs66cs.¢.6..-sieeeeredaeesarvesetveeets 15,118,000 
Insurance Fund—Returned Soldiers................-. COR ree ee 20,574,000 
TSMR OMB MN WAGER. SKK KKS 54K T 54 E Eb ERA tee Oe hassles ss eens ate ee 12,718,000 
NRE ERED eo tac, © ac ack Sle sos s 04 cal PR Bow vain shen om viene 65,533,000 
Panmnmiovapmeamenrance Mund (cash)..:....... 0600s Peete ve es cen te oe 5,213,000 
———————-_. 292, 126, 000 
Trust Funds— 
SOE RDG PS Eo Ss our pogne pane nd base gse nk Gees 14, 642,000 
ESS SE SLUTS le ce 2 pl mR a 2,678,000 
Pers SeCUrities LIGHOSIU6. fis. 0.0). - 5) SARA S ee ee ee wees e 6,851,000 
SES SG ME. ROE Rae agen «| Speen rae oe 10,463,000 
— 34, 634,000 
0 PS EASE SS ee ee eee ees Wren re Perr rrr er ee ee 36, 714,000 
aT IGAC IAT WANS. ors ahha ete chon cs cea ce hey \c.cuat as Eee wae m wn emeel ee 257,567,000 
Canadian Wheat Board—Reserve for losses on wheat marketing guarantees...............- 18,447,000 
INE CNET IE ore) hd wre ss ce'e'n 2 NE cag ngeda.o +e so « de mst dae Maple soap bie be 6 5 11, 920,000 
Funded Debt and Treasury Bills unmatured........... 00.0.0. cece eee eee 5, 866,071,000 
Floating Debt— 
Punting Joabt matured and Outstanding. .. ....... o's de vrk ennadnes semaines 6,000,000 
PE aL? OULECADCING 0.0 5 sk sok hain se ch eans sn see ee ev ccewncen nls 8,485,000 
SUMMER OIA OUPCNUGR o.oo ss ise e sp Kb ~ oo op 9a a een panne steele dee tam 44,000,000 


5, 924,556, 000 


6, 609,020,000 
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ASSETS—MARCH 31, 1942 
(estimated) 
Cash, working capital advances and other current assetS.........cccceccecceccececceseeces $ 791,093,000 
Recoverable Advances— 

United Kingdom and other Allied Governments, Army, Navy and Air............... 120,559,000 
Spectai Deposits. Baris es. . MO. REO SAT CRO, Ce ts era oe et 3,022,000 
Rank Ol (anaes: Capital Stock... €.. «au <4> <a ce tue Se Sey © dele een at iae ooh cir eae 5,920,000 
COntIal MIOrteare Dank APItNe DUOCK Sora iis Dec coe ce aiarect nero he iatte ieutan Siete Sai oe ater 250,000 
Canadian Broadessting Corporation—Loans, oi. (66). ck a Sd. Rs eed § opted 503,000 
Canadian National (West Indies) Steamships, Ltd.—Loan............. 2. ccc cee eee eee e ees ‘ 450,000 
Homimion and National Housing’ Acts—Loans. .). 5024. SHR, CP ees cts 's acter antes 16, 254,000 
Municipal Improvements Assistance Act, 1938—Loans. 6.4). ...05. 2c ecb eeeeeeeecenee sence 5,976,000 
Loans to Provinces— 

Housing Loans, O. C. of eee es 3, 1918 and amendments............ $ 130,000 

mora ployment Neel LOANS... Cond ss iva s ae uo rate enema einerne seam rie eeraneren 157, 275,000 

Province of Saskatchewan—Power Commission. ..........ceeceueeceees 54,000 

Province of Alberta—subsidy overpayMent........... cece cece cece eens 469,000 . 

————————___ 157,928,000 
Loans to National Harbours Board— 
CEP ODS ioc al gicks Ses aes pe'kso ailisie nia dw ae ares, Welle Rh es Ua Cle NO A tater ere 60,326,000 
Wancouver:I20) 0. 204.. PAA ARE, oe ae Ae 2 ee eA, ets 25,091,000 
So ienianninEEenaieeD 85,417,000 
New wWestinmster Harbour Commission—Loan..5.> as toca oes | pac becas ce epee seat eae 275,000 
Canadian Farm Loan Board—Advances and Capital Stock.......... 0... ccc cece cee eee 36,537,000 
Foreign Exchange Control Board—Loans and AdvanceS............cccceeeecccteeccesecees 725,000,000 
Niailway Accounts— 

Canadian National Railways— ; 
wavances-—Retunding Act 1938. 00 Oe oe ee ene ee eae 51,825,000 
Advances—Financing and Guarantee Act, 1939...............ceccecceves 11,332,000 
Advances—Financing and Guarantee Act, 1940...............cceeceeces 7,573,000 
Advances—Financing and Guarantee Act, 1940— 

Grand Trunk Railway Debenture Stocks... oases cae eee 105, 936, 000 
Advances—Financing and Guarantee Act, 1941... 0... 0. ccc ccc cee cee 11, 943,000 
Advances—The War Appropriation (United Kingdom Financing) Act, 

1942—purchase of securities: . .os.6%s «5. b.caes ended vewnss «cate ial 191,602,000 

Advances—The War Appropriation Act 1941— 

Wemrporary LOan .s65 PRPS Fa eae ee ae Oe ee ee he a ie eee 17,122,000 

——————_ 897, 333, 000 
Purchase of equipment leased to— 

Canadian National Railways— 

POSE AGTEEMIONT.. 3520 wa ae Th is Re ee te con ee Se eo eights ere 4,655,000 

War Appropriation Act, 19402.:524 cscs. 4 25,c 08s ae eee el ees 13,888, 000 

Ward ppropriauon. A ct,, L941 ces. nce coor pe eee en an Oye armen ate 1,027,000 

os 19,570,000 

Canadian Pacific Railway— 

I9SGLAgreairient os EDs N RPe es Tee ha ee ne ae ee ete 3,526,000 

Wear ppropriation cA ete] 940 jis. oe oun ts «fo Reaeiodieetesie aie bone De teke ¢ 9, 288, 000 

rr 12,814,000 
Loans to Foreign Governments— 
Cg crele): REE PRMD, eRe Sere ee ee IN UC ey ae Yo kik ER Ge re 8 Bae 6,525,000 
Roumanias ti; 20 A elds ede Ma Awe a Poe ae ode 8 anes Haas 24,329,000 
we 30,854, 000 
Soldier and. General Land Settlement-Loans.....s.%.... 0s». «a os « vueemriaee anal anne 33,888,000 
Beed Crain And Nebel Ad Vances,. cave. veer toneo ae Sea peda eo ee Nee ee 2,413,000 
Munitions and Supply—Advances to Commodity and other Companies..................-- 34, 222,000 
Canadian, Government Railways Working Capigal?.)...5. 2. 5.0564). e8 eve eee 16,772,000 
fponcirstolding A CéGuint::. cose.) x vs wiht gute nleteets aia ee ahah», £5 ale Sate tclGhe nian Co eaten ee 41,860,000 
IERIE Le D tA COOUNES Ache so sina s Sete e Leche reat cp PTr owiehe orc kslicg iets Siete te ie 2,296,000 
Unamortized Discount and Commissien om Moana 714-2.) osetia ne eee eee 55,442,000 
2,596, 648,000 
Lrss—Reserve for possible losses on ultimate realization of active loans and 
PEG RTE sah a on ane onMn Lame Al caatbs i Meninye vias ob Mcinel Semi Nis emia edly. Tiss payee Dh. 50,000 000 
$2,546, 648,000 
Net Debt, Mareh 31; 1942 (estimated) -f.. t2 eae ee eee 4, 062,372,000 


Net Debt represented by— 
A. Expenditure and non-active assets (estimated) March 31, 1942. 
Capital Expenditures— 
Public Works— 


RAILS 7A ott BP atte hg key See) Oe ee 0 enh ea $ 240,303,000 

FUREW AVA ce eer ais's ils Mier oe Be bo hes cud CUM eee he a 425,960,000 

Public buildings, harbour and river improvements.............. 307 , 828,000 

Military: Property and storage oc... vy. cram ee ee eee 12,572,000 

Territorign A peOuUntess tr tes As. a ee ee 9,896,000 
———————-$ 996,559,000 
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ASSETS—MARCH 831, 1942—Concluded 


(estimated) 
hae at pba Seem | ee 
‘anadian National Railways Securities Trust Stock............ 
amulion National Hallway Stovk..4..0..8..:0..0 a eee 18'000'000 
Pe RET i 1 al | ec a RN Dd il 62,791,000 
Nae DISC IOET MLEGINEUIDS........-.-.. 02. ..ccs0cck se 13.872. 000 
reemInE Ce eMimttd ep bh gg rk eens Phas 
JS ES Oe ee Se: ee es a on 27,778,000 
RO re Rg A lw vied oma caiedons cc. 3,838,000 
Jha Er ae de ieee engi Raia edie Rn 10,000 
Pee MEMES Bs SPs Oe akan pain wick als We geen os Jaedls cae > 12,452,000 
Saint John..... Sigh o laa ort Be RE aes A ee 1 ee ee 16,550,000 
eres ee ts. 3,741,000 
Montiaan Gaccues Cartier Bridge)... ...... cosa cccececdccvceee 4, 815.000 
eee am MACE OL TARLY ATCC 080) ars. os oe coins do cadien vaececccwccccacdaessict palate 
Bolder wid uneral Dead Settlement..,..:........60050. 000 16,526,000 
Saskatchewan Seed Grain Loans Guarantee Act, 1936.........000cccceccccccccceee 2' 637,000 
he peed aralndsonns Guarantee Act, 1937. . ..... dee ccccodocccccccaeuheccccnn cece 7, 136,000 
er TO a rr ET ORE A, ith ees ce Melee cee eee oo ee uae 3 537, 000 
B. Consolidated Fund— 
Balance Consolidated Fund brought forward from March 31, 1941....... 2,195, 400,000 
Excess of expenditure over revenue, less amounts charged under A 
above, fiscal year ended March 31, 1942—(estimated)........... 


409,101,000 
Ss 2 00, 001 000 


$4,062, 372, 000 

63. The following table shows the various obligations included in the 

unmatured funded debt of the Dominion outstanding as at March 31, 1942, and 
the annual interest charges thereon: 


UNMATURED FUNDED DEBT AND TREASURY BILLS AS AT MARCH 831, 1942, AND 
ANNUAL INTEREST THEREON 


Date of Rate Where Amount Annual 
Maturity Per Cent Payable of Loan Interest Charges 
OES Ee oe ae ee ee 1 Canada $ 250,000,000 00 | $ 2,500,000 00 
CE AS i Pe a 1} Canada 1,682,000 00 25,230 00 
BPE ee ky ny 2 Canada 239,000 00 4,780 00 
oy GN eee See Ree mee 4 Canada 33,293,470 85 1,331,738 83 
RE a RD gh pale Oa Oe Se ag 3 Canada 40,409,000 00 1,212,270 00 
ne ee ns ccd ing wie tue ass 23 New York 10,000,000 00 225,000 00 
DRE RL, A his, ob dd barelne 24 Canada 20,000,000 00 500,000 00 
ee 2 ey eee ee 13 Canada 250,000,000 00 3,750,000 00 
See as oa rt Sn dw k ae 0: © 5 Canada 147,000,100 00 7,350,005 00 
oe eg I SE | A OP 21 New York 30,000,000 00 675,000 00 
Sermoarrs Ul. . cuit keris. ia tb 36 2 Canada 90,625,000 00 1,812,500 00 
LS OTS PR a eee oe ee 13 Canada *57,169,000 00 857,535 00 
nye ae 2 yal alin ah ee a 4i Canada 50,000,000 00 2,250,000 00 
LOA dS ee oe 14 Canada 200,000,000 00 3,000,000 00 
NN Be eg lace wis bcacogs 23 Canada 0,000,000 00 500,000 00 
RSS ES aR ea eee a oar 2 Canada 105,000,000 00 2,100,000 00 
oS AR Pe eee 23 New York 76,000,000 00 1,900,000 00 
8 4 AOR AS ee 4 Canada 88,337,500 00 3,533,500 00 
1946, Feb Oot oh ee ee 44 Canada 45,000,000 00 2,025,000 00 
eA 21) if hias PALS Slo da K 2 Canada 193, 286,000 00 3,865,720 00 
SE eee 23 London 686,272 41 17,156 81 
1948, Feb RE tlt 4, ss Pape oar 3} Canada 50,000,000 00 1,625,000 00 
ar 1 eR Gra a bh bod oe Soe ahew wets 23 Canada *268, 924,000 00 6,050, 790 00 
SUPT eR LE ite cl raineis. oysie'a Zs * 33 Canada 0,000,000 00 1,625,000 00 
NE go. a bw aes a0 oe- 32 Canada 33,500,000 00 1,088,750 00 
2g Sa oe ee ee 33 Canada 138,322,000 00 4,841,270 00 
i 8 ns ece Auto 34 Canada 50,000,000 00 1,625,000 00 
a itl a sea 3 Canada 50,000,000 00 1,625,000 00 
TR eee See eR 3 Canada 643,534,250 00 19,306,027 50 
te A. os tase hts w aeper 3} Canada 60,000,000 00 1,950,000 00 
oo ER rae 3i Canada 50,000,000 00 1,625,000 00 
OS AL GE ere 5 New York 100,000,000 00 5,000,000 00 
Oe EE ae eee ere 3 Canada 324,945,700 00 9,748,371 00 
OR eR 4 Canada 56,191,000 00 2,247,640 00 
Berea PP P60... Alia!.. 3 | Canada *671,410,300 00 20, 142,309 00 
ee re 
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UNMATURED FUNDED DEBT AND TREASURY BILLS AS AT MARCH 31, 1942, AND 
ANNUAL INTEREST THEREON—Concluded 


Date of Rate Where Amount Annual 
Maturity Per Cent Payable of Loan Interest Charges 
POD Den eo OL aa shin an ec ah OS Ss 3t London $ 5,905,276 73 $ 191,921 49 
IMC mele Hed tek Lie cease BE 3 Canada 40,000,000 00 1,200,000 00 
DUDOS MER erry va Phe eete 3 Canada 55,000,000 00 1,650,000 00 
LUDO INOS LAME ate At re Sx Sr chs leghiaye ued 42 Canada 43,125,700 00 1,940,656 50 
TOSTRING VE Get ree ooh oaweataenaes 44 Canada 37,523,200 00 1,688,544 00 
LUGS Elin Magis i rad olde bt a Ye dl 3 Canada 88,200,000 00 2,646,000 00 
PCTEMMENE ters Os hawk tees 4 London 4,449,736 66 177,989 47 
Nervi t Cas. oe tia-wcdios cee oe 4i Canada 276,687,600 00 12,450,942 00 
PAO MEMORY ToL ws es. vgtSa us. do an etens lo ouece 43 Canada 289,693,300 00 13,036,198 50 
1960, Oct ETERS ge ee try a Reg 4 New York 100,000,000 00 4,000,000 00 
POG teen aire Lote OF eos. set ad hess 3h New York 48,000,000 00 1,560,000 00 
Recon yy oo. bie gsc Sern Sere eee 31 London 4,409,579 62 143,311 34 
POE NG hy sligtic te ase Ronee eke 3+ Canada 54,703,000 00 1-777 847-60 
BUELL Caceres eA? ok waite ars 3 Canada 55,000,000 00 1,650,000 00 
BOG Cd tee DO. 5 iclatnaceWaeiew oe S55 3 New York 55,000,000 00 1,650,000 00 
Bs INO i coe atl nce oo au, p-a%e ots 3 New York 40,000,000 00 1,200,000 00 
Treasury Bills due April 1, 1942 -548 Canada 45,000,000 00 246,600 00 
Treasury Bills due April 17, 1942 548 Canada 45,000,000 00 246,600 00 
Treasury Bills due April 29, 1942 547 Canada 45,000,000 00 246,150 00 
Treasury Bills due May 15, 1942 545 Canada 45,000,000 00 245,250 00 
Treasury Bills due May 29, 1942 547 Canada 45,000,000 00 246,150 00 
Treasury Bills due June 12, 1942 552 Canada 45,000,000 00 248,400 00 
$5,723, 251,986, 27 166,378,153 94 
War Savings Certificates.......... 3 Canada 129,677,966 48 13,870,745 74 
War pavines Stampa seis. . 562 4 oe Peete ee Canada 4,030,578 00 — 
Non-Interest Bearing Certificates..}.............. Canada 9,110,045 92 — 


$5, 866,070,576 67 


$ 170,248,899 68 


Payable in. Canada... viaithecsagten Scene eee $5,391,619, 711 25 91-92% 
Pavablein New iyork 2k cic sccceertcitoc: onetatbne ra ries 459,000,000 00 7:82% 
Payavie in london, i. osc oar eo Oe oe ee eee 15,450,865 42 0:26% 

$5, 866,070,576 67 100-00% 


_* Preliminary figures. 


+ 3 per cent on purchase value if held to maturity (74 years from date of issue). 


INDIRECT LIABILITIES 
64. Bonds and debenture stocks bearing the guarantee of the Dominion 


and outstanding in the hands of the public as at March 31, 1942, totalled 
$818,841,717, a decrease of $165,174,661 during the fiscal year under review. 
This decrease is accounted for mainly by the purchase of Canadian National 
Railway Company securities from the Government of the United Kingdom, as 
py for under the War Appropriation (United Kingdom Financing) Act 


65. There were also outstanding at the close of the fiscal year other contin- 
gent liabilities assumed under Relief, Seed Grain and other legislation. During 
the fiscal year the Government agreed to guarantee the repayment of bank 
advances to the Canadian Red Cross Society to a maximum amount of 
$3,000,000. It was anticipated that this Society would require funds for carrying 
on its war services pending the time when receipts would be available to it from 


a general public campaign. However, no advances were required under this 
guarantee. 


66. Advances by Canadian chartered banks to the Government of New- 
foundland, amounting to $625,000 and carrying the guarantee of the Government 
of Canada have been referred to in previous budget speeches. These advances 
were paid off by the Government of Newfoundland during the fiscal year under 
review. 

67. Guaranteed bank advances to the Canadian Wheat Board outstanding 
as at March 31, 1942, amounted to $116,686,562. This amount constitutes 
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the Board’s gross liability to the banks and related mainly to the purchase of 

wheat of the 1939, 1940 and 1941 crops. The guarantee of ‘the rain: to the 

Winnipeg Grain and Produce Clearing Association Limited referred to in previous 

budget speeches is still outstanding. However, no liability accrues from day to 

re in eon with this guarantee as margin deposits are made to the Clearing 
ssociation. 


68. Before operations under the Home Improvement Loans Guarantee Act 
were discontinued (October 31, 1940), 125,720 loans had been made by banks and 
other approved loaning institutions to home owners under the terms of this Act 
and the total amount of such loans was $49,959,055. The Dominion’s contingent 
liability arising out of these loans is limited to 15% of the aggregate of such loans 
made by approved lending institutions, but as the balance of these loans out- 
standing on March 31, 1942, had been reduced to $6,162,009, the contingent 
liability of the Government is limited to this amount. Up to March 31, 1942, 
801 loss claims for an aggregate amount of $259,100 had been paid. In terms of 
total losses to total volume of loans, this loss ratio is only slightly more than 
one-half of one per cent. Repayments to March 31, 1942, amounted to $43,797,- - 
048 or 88 per cent of the total volume of loans made. 


69. Under the Dominion Housing Act, 1935, and the National Housing 
Act, 1938, the Government has accepted and is accepting certain obligations 
arising out of its contracts with approved lending institutions which, while not 
expressed in the form of a guarantee, may nevertheless be regarded as contin- 
gent or indirect liabilities. 


The manner in which losses in respect of any loan are to be borne by the 
Dominion and the lending institution is fixed by the contract. The general 
principle is that the Dominion bears two-thirds of the loss if at the time the loss 
is sustained the principal amount of the loan repaid, less any other amounts due, 
is more than the amount advanced by the Dominion. In the case of small 
loans (for amounts not in excess of $4,000, in the case of a single family dwelling 
place or not in excess of $700 per habitable room in the case of a multiple family 
dwelling), the share of the loss to be borne by the Dominion is not more than 
80 per cent and not less than 50 per cent of the loss. The above provisions apply 
to loans made under the National Housing Act and its predecessor, the Domi- 
nion Housing Act. Under the National Housing Act anew provision has been 
‘added to encourage the making of small loans in such small or remote com- 
munities and in such districts or other communities as may be designated by the 
Minister of Finance in any contract. In respect of such loans, the Dominion 
has agreed in contracts with certain lending institutions to pay losses sustained 
by any such lending institution up to certain amounts determined by the con- 
tract which are not less than 7 per cent and do not exceed 25 per cent of the 
total amount of such loans made in such areas by the lending institution. 


Order in Council of December 5, 1939, provided that after January 1, 1940, 
applications would be received only for loans for the construction of houses 
containing one self-contained dwelling place and where the loan does not exceed 
$4,000. 


Loans to the number of 18,251 had been approved at March 31, 1942, under 
the Dominion Housing Act, 1935, and the National Housing Act, 1938, in the 
amount of $76,784,145. Losses recorded and paid to March 31, 1942, amounted 
to $1,010.28, covering the Dominion’s proportion of the loss on three loans. 
This amount represents total losses to date under both the Dominion Housing 
Act, 1935, and Part 1 of the National Housing Act, 1938. These losses are 
offset in part by a profit of $288.41 realized by the sale of eight properties. The 
net loss to date is therefore only $721.87. 
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70. The following is a statement of bonds and debenture stocks and other 
indebtedness guaranteed by the Dominion, outstanding on March 31, 1942. 


BONDS AND DEBENTURE STOCKS GUARANTEED BY THE DOMINION 


GOVERNMENT AS AT MARCH 31, 1942 


Date of I Interest Amount 
Maturity SSH Rate Outstanding 
oe $ cts. 
Babs (8S) 1943. 9.:|Canadian ‘National (7.042020 th eee eae he 2 55,000, 000 00 
Feb. 1, 1944... .|\Canadian National 305-2. .c0 5, gest ar ere 23 15,500,000 00 
May 161044... Canadian: National ate. o2 cues aes cee nee 3 35,000,000 00 
Jane > £153.11946 2. |\Canadian National... 200. <0)... PCAN Shea... 24 15,000,000 00 
July 1, -1946.....|Canadian Northern. aqaacs ate. aie: ee 4 23,759,000 00 
April 1, 1948....]New Westminster Harbour Commissioners...... 3 700,000 00 
Deer = 15, 1950.4 Canadian: National.) seis. sae eee 3 50,500,000 00 
Sept 14°1951...2|Canadian National. xf 4: ae: wen gett he aon 44 50,000,900 00 
Feb. 1; 1952.9. /Canadian National... . a7.ue cee eee ae oe 3 20,000,000 00 
Aug. 1, 1952....|/Saint John Harbour Commissioners............. 5 667,953 04 
Feb: » 15,71953...¢:|Canadian( National: .<o0s1iis tk men he rine 3 25,000,000 00 
July 10; 1953... ..|Canadian Northern....4. (gos sda Se. oe ere oan 3 2,011,330 05 
Feb. 107954... |Canadian National... aor as 0.ceeeereaee ae ee _ 5 50,000,000 00 
Mar 1, 1955..../Canadian National (West Indies) Steamships 
Limited Je os ee a Sa cae oe Pees 5 ¢,400,000 00 
Wunel 15. 4950-.7, (Canadian INAUIONAL. cy ccce4 wade ek Cente 5 ae ee 43 48 587,000 00 
Feb 25219560. Ganadian National far 0G) aie gatraeda ee sree tere 43 70,000,000 00 
July DulO54-.4\Canadian Nationals.) 22iie2) sateen tee ae eee 44 65,000,600 00 
Hy oro 2e 19065... anadian Northern 2054 2s saan ted acu aye 34 6,621,474 47 
Pan nerro, 1909 1 Canadian NACIONAL. 720s) ie ae ee cee ae ae 3 35,000,000 00 
May 4, 1960....|Canadian Northern Alberta...... TR ce a iam 33 911,332 00 
May '- 19, 1961. .,.:|\Canadian Northern, Ontario...) 4. 2un. one rere 34 8,144,663 54 
Jan 1), 1060. iGrandw Trunk Pacites (00.0 eh ie ee ee 3 34,992,000 00 
Jan. 1°1962 (Grand Trunk Paciee lc. osc: wah oe ee ee 4 8,440,848 00 
July 1, 19692. . |\Canadian’ National... 0208. See eee. 5 57,138,000 00 
Oct. 1,’ 1969, . .:|Canadian. National 24. uinehai. cares ee dee 5 57,858,200 00 
Nov. 1, 1969....|Harbour Commissioners of Montreal............ is 19,000,000 00 
Feb. 15519708; . Canadian’ National 4.47.5 See ee eee cee 5 17,376,000 00 
By drawings. .;,;:..|(Canadian Nationalic.sf.2. Acc). Aa eee eet 2 8,383,676 53 
Various dates : 
1940-54 ks City of Saint John Debentures assumed by Saint 
John Harbour Commissioners............... Various 775,229 31 
PerpetHales 5 ses as Grand Trunk Guaranteed Stock................. 4 15,573,333 33 
CHOMP as. ce Grand ‘Trunk Debenture Stocks). Paes. ae ses. 5 5,549,825 00 
Gor Beko Tii8 Great Western Debenture Stock................. 5 3,153,989 34 
‘cp arcen 2 aeen Grand Trunk Debenture Stock.................. 4 8,295,549 67 
2 KS pec rk eg Ro Northern Railway of Canada Debenture Stock.. 4 502,313 00 
$ 818,841,717 28 
OTHER LIABILITIES GUARANTEED 
Principal 
Amount 
Outstanding 
Mar. 31, 1942 
Bank Advances, re Province of Manitoba Savings Office. ...............-0000005 $ 6,131,616 
Province of Manitoba:Treasury Billo: 2h. 4 cee see oe ~ A ee ee ee 4,805,723 
Province or Gritish Columbia lrenstry Bill... eetco ee oak eee ee - 626,534 
Bank’ AGvances; re Canadian Wheat Board. i074. <. ete ie ee ee, ee ee 116, 686, 562 


Winnipeg Grain and Produce Clearing Association Ltd. Day to day margins 
of the Canadian Wheat Board (closed out daily).............0. cc ceecce eves 
Bank Advances guaranteed under Seed Grain Loans Guarantee Act, 1938........ 
Loans made by approved lending institutions under Dominion Housing Act, 1935 
and National Lousing Act, 1989 i:...38 wkiis «ephdentesuene Stik? He be ee oon 


Loans made by approved lending institutions under The Home Improvement 
Moane Crigrantie Ut, W9Sd toe Oe eee ee eee ee eee, Cee 


Deposits maintained by the chartered banks in the Bank of Canada............ 
ae ine sam re Government War Contracts—Department of Munitions and 
SED DL)’ fe eu tints hard cients Mele $4 bm wichty dus, « Goes Apa steictete «5 AIRE RRS US er, AMEE Rete ee 
Guarantee under Dominion-Provincial Taxation Agreements of Provincial 
receipts from gasoline taxes at amounts received in fiscal years ending near- 
est December 31, 1940 


8 219 268 OO 8 He 0 24 6 '6. 8 0 0 S160 Ob CRS 6 EHS Oe C1 Ole 0 0 0 6 66.6 ewe eo 8 


Not determined 
Indeterminate 


6, 162,009 
241,931,985 


1,700,357 


Indeterminate 


See 
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CANADIAN ECONOMIC CONDITIONS 


ANNUAL FIGURES 


ES OEE 


Calendar Years 


1926 1928 1932 1937 1939 1940 1941 


Group I—Comprehensive Indexes 


(1935-39 =100) 
Physical volume Of DUSINGSS?....6.<iccco. csc ccececuseesesss 83 98 66 102 102 121 135 
OMIM WM IMANUACEUPING, .< eo. avec Silec sibudeeessaoveccss 92 104 68 113 109 135 151 
(ESTING 20% 0 Oe ot ae ae ae a 53 62 57 100 113 125 129 
ROGTORL Ci gerry Mens Grants «ik domo osiae Serena Dae 84 87 57 117 102 123 126 
(COSAEYR CLINGS), io. 8 ay SER ee 131 148 88 106 102 114 129 
IE CEEAC DO WETIONLDULS aie ¢ 2~ uin's bicceessalacsiocls ae were ose ts ees 46 61 61 106 109 115 128 
LO DaPS eC orpe eI ag aie ee ee tes ae oe 100 111 88 114 114 124 152 
PEO MITC OTIC Areas eM eEeoic ss Sekine aos sieitties « « omhe 109 124 70 105 118 131 157 
cE UTTESREN MOEN, Cnr SCG cs an sees Kee OOS OE elLe bs alte a (e) (e) 92 105 105 118 136 


Group I.—Price Levels and Financial Factors 


(1926 = 100) 
MENEAME TICOB ester ye bic e ele east fere arate aoa ahora sie es ee wie Series 100 96 67 85 76 83 90 
UAE TSE EOKICLEDDLCOR tacit y ay tite erie eer eT ren orate ans 100 101 48 87 64 67 71 
AS OBURIIBU VANE (UD ot ein, « . ood acct e ous whites ses cesvotite 6! «6 atc 122 121 99 101 102 106 112 
SS ato (en 91 145 51 116 92 77 68 
EAB URS EO DOS ISR chic ce scar Lise Sal ha Sid ee odio ees wie ee 100 115 100 120 132 139 152 
Active currency circulation..... NTE ee ence ebreewierw's 100 105 81 103 111 147 198 


Group HI.—Gross Value of Production in Major 
Industries (§ millions) 


JANUS ST CVT ODER ED, Ah poh en RNY Ae ater ae ee Cn re 1,715 | 1,806 767 | 1,039} 1,205} 1,265 |(c) 1,375 
NRE. 9) M5 St Ba OO ODE REI to EEE OO On ee 556 586 349 494 466 627 |(c) 740 
LINRURESTSS. GS nlid gus oA ue Sore ASC ne ne eae er 73 71 34 51 53 60 |(c) 61 
s Wining Kanclucing. SMeltING). sacrecos cca eas levee ee eee pe 277 313 265 663 663 748 {(c) 777 
CASULA TE TO. go lige IR aR 386 488 133 352 373 474 |(c) 607 
Manufacturing Oe oie Tee eet ated habe 5 siatosalotahS. 9) 6 stevangie/eaee,0 3,101 3, 582 1,981 3,626 | 3,475 4,529 |(c) 5,018 


Group I¥.—Foreign Trade and International 
Transactions ($ millions) 


oS OR, OSs Ee 1; 277 1,364 498 1,012 936 1,193 1, 640 
Net non-monetary gold exports (d).............002ee ee eee 30 40 70 145 184 203 204 
Total exports, including non-monetary gold............... 1,307 | 1,404 B68 | 1,157 | 1,120} 1,396 1,844 
BROCE A OXOIIGOG) dics <ierjcicls oss Aneiclsinieles seied-ou ese 1,008 | 1,222 453 809 751 | 1,082 1,449 

USER LCI Aas ogee a ae SSD eee eran 2,315 2,626 1,021 1,966 1,871 2,478 3,293 
RTPI IDICO MRE Tic evn. 5 ys caienaedvslels p vigieed eos ces +299 +182 +115 +348 +369 +314 +395 
Net tourist receipts............... CAT ROT Ee A a eae (e) (e) (e) (e) (e) 60 87 
Net interest and dividends going abroad................+. 201 221 262 246 254 272 |(c) 256 


eee are rarest pte ania 


(a) 1926=100. 

(b) 1935-39 =100. 

(c) Preliminary estimate. 

(d) Adjusted for changes in stocks of earmarked gold. These figures were computed by the Bank of Canada on the 
basis of official] trade returns. 
(e) Not available. 
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